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STATEMENT 


I am pleased to present the second Department of Justice Annual Report on Financial 
Litigation. 


Fiscal Year 1992 was a bonus year in the Department for financial litigation and debt 
collection. Over a billion dollars were collected through the efforts of thousands of dedicated 
Justice employees nationwide. The Department’s collection units recovered more in cash in 
fiscal year 1992 than in any of the previous ten years. The Department also set a record in fine 
collection activity -- $221 million in cash. Clearly, this level of receipts makes "a substantial 
contribution to balancing the federal budget and reducing the deficit" as expressed by the 
Attorney General. 


The progress achieved this year would not have been possible without the strong 
commitment of the Attorney General and Deputy Attorney General and the hard work of all the 
Divisions and the United States Attorneys’ Offices involved in affirmative claim litigation and 
debt collection functions. Financial litigation is a high priority of the Department of Justice. 
This report reflects our commitment to maximize collections and highlights the exceptional work 
of our employees. 


Associate Attorney General 


December 10, 1992 


FORWARD 


As I emphasized last year, the Department does not just spend, 
it takes in cash for the Government. For example, in 1991, it 
is estimated that the Department collected receipts in excess of 
$2.3 billion, over 25 percent of our domestic discretionary budget 
authority. This level of receipts clearly indicates that our 
operations make a substantial contribution to balancing the 
Federal budget and reducing the deficit. . . . 


Every major component within the Department has a role in our 
effort to regain funds owed to the Treasury. I see our debt 
collection efforts -- whether program collections of fees and 
fines, litigation to collect delinquencies, or defending the Federal 
Government from discharge in bankruptcy -- as an economic neces- 
Sity to reduce the deficit. . . . A sustained effort by every 
component in fulfilling established and updated long-range debt 
collection plans is critical to the Department’s ability to argue for 
other budgetary resources... . 


This statement, excerpted from a memorandum from Attorney General Barr to 
Departmental Component Heads on March 27, 1992, on Budgetary Policy Guidance, sums up 
the motivation for the debt collection efforts made by all the members of the Department of 
Justice financial litigation team. Our efforts to recover funds owed to the U.S. Treasury are 
particularly important in light of present economic conditions and the national debt. 


Fiscal year 1992 was a hanner year in the debt collection arena for the Department of 
Justice. Many initiatives to enhance collections were undertaken. Thanks to the success of these 
initiatives, Departmental components are continuing to look for new and innovative methods to 
collect funds. Our oversight activities have become more focused and movement toward a more 
centralized approach to debt collection activities has produced measurable results. One area 
where there has been notable progress is in the area of coordination with client agencies. Many 
of the activities which have brought success in the debt collection field have been a product of 
better coordination, communication, and cooperation between client agencies, the Department 
of Treasury, the Office of Management and Budget, the Administrative Office of the U.S. 
Courts, and the Department of Justice. 


This annual report documents these achievements and highlights activities of the 
Department, its components, and the United States Attorneys’ Offices in the area of financial 
litigation for fiscal year 1992. Asset forfeitures will be covered in a separate report. 
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GLOSSARY 


Many terms and acronyms are used throughout this report which may be 
unfamiliar to the reader. Attempts have been made to define the terms; however, 
it was cumbersome to do so repeatedly. In order to aid understanding, definitions 
of the most commonly used terms/acronyms in the report are presented here. 


ACE 


AGAC 
AOUSC 
AUSA 
BOP 


Case 


CCLR 
CVF 
DAIVRS 


DAOG 


DCAF 


DCM 


Affirmative Civil Enforcement is a pilot project of the 
Executive Office for United States Attorneys 


Attorney General’s Advisory Committee 

Administrative Office of the United States Courts 

Assistant United States Attorney 

Bureau of Prisons 

Referral on which formal papers are filed and a court number 
assigned in District, State, Appeals, Bankruptcy or in the Couit 
of Claims. Referrals filed in Magistrate Court are not 
considered to be cases. 

Claims Collection Litigation Report 

Crime Victims Fund 


Debt Alert Interactive Voice Response System 


Debt Accounting Operations Group. The central accounting 
group in the Justice Management Division. 


Debt Collection Activity Fund 


The Office of Debt Collection Management in the Justice 
Management Division. 
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GLOSSARY 


EOUSA 


FCI 


FDCPA 


FIRREA 


FLS 


FLU 


FPC 


IFRP 


JET 


JMD 


Lock box 


Matter 


Executive Office for United States Attorneys 
Federal Correctional Institution 
Federal Debt Collection Procedures Act of 1990 


Financial Institutions Reform, Recovery, and Enforcement Act 
of 1989 


The Financial Litigation Staff in the Executive Office for 
United States Attorneys. 


The Financial Litigation Unit in each United States Attorney’s 
Office. 


Federal Prison Camp 


The Inmate Financial Responsibility Program. A program to 
collect debts from federal prisoners administered by the Bureau 
of Prisons. 


Judgment Enforcement Team. A pilot project of the United 
States Marshals Service. 


Justice Management Division 


A lock box is a collection mechanism established at a bank to 
receive payments. Payments are sent directly to the lock box 
bank by the payee, the bank deposits the payment in the appro- 
priate account and forwards payment information to the Debt 
Accounting Operations Group (DAOG). 


Referral on which formal papers have not been filed with the 
court other than Magistrates Court. 
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GLOSSARY 


MOU 


NCIF 


NFC 


OLE 
OVC 


PROMIS 


Qui Tam 


SAUSA 


USA 


Memorandum of Understanding 


The Nationwide Central Intake Facility operated by a contractor 
to receive debts referred to DOJ for litigation. 


The National Fine Center in the Administrative Office of the 
United States Courts. 


Office of Legal Education 
Office of Victims of Crime 


One of the computerized case tracking systems used by some 
of the 94 United States Attorneys’ Offices. 


An action brought by a citizen who sues on behalf of the 
Government as well as for him/herself. These are commonly 
referred to as "citizen suits." 


A Special Assistant United States Attorney is an attorney who 
has received an appointment as a SAUSA and has authority to 
litigate federal cases for the Justice Department. 


United States Attorney 


USACTS/USACTS II Two of the computerized case tracking systems used by 


USAO 


USMS 


VOCA 


some of the 94 United States Attorneys’ Offices. 
United States Attorney’s Office 
United States Marshals Service 


Victims of Crime Act 
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OBJECTIVES AND GOALS FOR 1993 


FY 1993 OBJECTIVES 


As core principles of the Department of Justice financial litigation efforts, the following 
two objectives are stated as universal policies: 


The overall objective in financial litigation efforts is the acquisition of the 
maximum amount of funds owed, whether in traditional debt collection litigation, 
affirmative civil litigation, criminal fine imposition and collection, or the 
collection of bonds and user fees. 


To enhance and secure the maximum collection of debts, the Department will 
Strive to initiate and implement fair but effective financial litigation and debt 
collection methods through high quality training, introducing new approaches, 
improved performance monitoring, and total quality management. 


In addition, three more objectives have been identified as critical to continued 
improvement in Departmental financial litigation operations: 


To institute changes necessary to improve the Department of Justice’s financial 
litigation tracking system which was cited in an Office of Management and 
Budget report as a major internal control weakness and a "High Risk" area 
potentially subject to fraud, waste and abuse. 


To ensure that Department of Justice financial litigation records are accurate and 
maintained in a format that will enable access to caseload and collection informa- 
tion required to monitor performance, and report on the status of operations and 
the complete debt portfolio on a timely basis. 


To work toward modernization and streamlining of financial litigation operations, 
including regionalization of certain debt collection tasks and complete utilization 
of available automated technology. 


FY 1993 GOALS 


To recover the maximum amount of money and property owed the U.S. Govern- 
ment, using all tools available, including remedies available in the Federal Debt 
Collection Procedures Act of 1990. Continue to vigorously pursue debtors while, 
at the same time, contending with funding shortages and lack of resources. 


Expand successful initiatives, including the Affirmative Civil Enforcement Pilot, 
the Debtor Statement Project, and the U.S. Marshals Service Judgment 
Enforcement Team Pilot to maximize collections and minimize administrative 
burdens. 


Continue to vigorously support the concept of the Nationwide Central Intake 
Facility (NCIF) as a centralized financial litigation tracking system. Support the 
implementation of a new contract to administer the NCIF in all 94 United States 
Attorneys’ Offices. 


Participate with members of the Litigation Information Action Team to continue 
the process of agency claim reconciliation which began in fiscai year 1992. 


Strongly promote the National Fine Center (within the Administrative Office of 
the U.S. Courts) as a comprehensive crimina' debt collection system and assist 
in making it operational in as many Districts as possible. 


Modernize debt collection operations through utilizat‘on of computerized systems, 
elimination of paperwork, idea sharing, and regionalization of collection activities 
to reduce duplication of effort. 


Update the Master Financial Litigation Plan and continue to monitor the 
requirements of the present plan. 


HIGHLIGHTS OF FISCAL YEAR 1992 
DEPARTMENT OF JUSTICE FINANCIAL LITIGATION 


MAJOR ACHIEVEMENTS 


During fiscal year 1992, the Department of Justice: 


® Collected over $862 million in cash ($96 .aillion move than 
recovered in any of the last ten fiscal years). Over $5.3 billion 
in cash has been collected since fiscal year 1982. 


e Collected more than $1 billion in total receipts for the third con- 
{ secutive ycar. Total receipts include cash, property transfers, off- 
sets, anc payments made directly to agencies. 


e Collected over $221 million in criminal fines, forfeited bail bonds, 
and special assessments for deposit into the Crime Victims Fund. 
This is the largest amount ever collected. 


sd Collected the largest civil penalty ever received by the Antitrust 
Division ($27.8 million) in the Salomon Brothers settlement. 


e Collected $60.3 milion in the largest settlement ever obtained in 
a civil suit by the Environment and Natural Resources Division. 


e Collected $305 million by the Tax Division, an increase of over 
1,000 percent since fiscal year 1989. In terms of debt collections 
alone, the Tax Division deposited six dollars into the federal 
Treasury in fiscal year 1992 for every dollar it spent. 


® Produced a record $139 million in gui tam (citizen) litigation by 
the Civil Division. 


e Recorded, for the first time, bankruptcy referrals at the 
Nationwide Central Intake Facility (NCIF). Nearly 6,000 cases 
were referred during fiscal year 1992, worth more than half a 
billion dollars. 


Resolved ali issues raised in the Inspector General’s Audit Report 
(90-3), "Planning for Debt Collection Within the Department of 
Justice," dated January 1990. 


Resolved all issues raised in the Inspector General’s Auait Report 
(92-3), “Private Counsel Debt Collection," dated February 1992. 


Began a U.S. Marshals Service project called the Judgment 
Enforcement Team (JET) pilot which utilizes Deputy Marshals to 
augment the investigative capability of the United States Attorney’s 
Office Financial Litigation Unit to recover debts owed the United 
States. More than $1 million was collected during the first four 
months of the pilot. 


Initiated the Affirmative Civil Enforcement prograrn (ACE) to 
enhance enforcement of United States civil moetary penalty 
statutes. ACE is aimed at identifying new areas of financial 
litigation, aggressively pursuing them and recovering overpaid or 
wrongfully paid monies due to the United States. These matters 
are handled under the False Claims Act which provides for treble 
damage recoveries and $5,000 penalties for each false claim 
submitted. Special attention will be given to health care fraud 
cases during the coming years. In one District alone, $4.3 million 
was collected from hospitals without filing a single lawsuit. 


Implemented an automated system (Debt Alert Interactive Voice 
Response System/DAIVRS) to facilitate enforcement of the debar- 
ment provision of the Federal Debt Collection Procedures Act of 
1990. 


Established an agreement between the Department of Justice and 
the Environmental Protection Agency to process payment of Super- 
fund debts through the Department of Justice lock box. With the 
implementation of this procedure, ail Departmental collections are 
processed centrally. 


Continued vigorous support of the National Fine Center for collec- 
tion of criminal debts. The Fine Center became operational during 
fiscal year 1992 in the Eastern District of North Carolina and 
collected $600,000 from more than 1,800 criminal debtors in the 
District. 


Participated with the Office of Management and Budget and major 
referring agencies in a Litigation Information Action Team 
designed to reconcile the status and amounts of debt collection 
claims referred to Justice. An effort to identify and compare case 
inventories between these agencies and the Department began 
during fiscal year 1992. 


Published What You Need to Know About Your Criminal 
Debts. This pamphlet highlights information convicted federal 
criminals should know about payment of fines or other criminal 
monetary impositions. 


Published the Civil Practice Manual for Special Assistant United 
States Attorneys in March 1992. Volume III of the Manual 
focuses on Financial Litigation and Debt Collection. A com- 
prehensive appendix is included which contains necessary forms, 
pertinent regulations and legisla »m, the Department of Justice 
Financial Litigation Plan for U.S. Attorneys’ Offices, and other 
significant information. 


LEGISLATIVE AND REGULATORY ACTIVITIES 


CIVIL DIVISION 


e The Civil Division played a major 
role in developing the Attorney General's 
recently published preliminary guidelines, 
57 Fed. Reg. 3640 (January 30, 1992), for 
federal agencies on the implementation of 
the new Executive Order on Civil Justice 
Reform. 


e Civil Division attorneys participated 
(and continue to participate) in an inter- 
agency task force which is revising and 
updating the Federal Claims Collection 
Standards. 


e The Civil Division proposed the Debt 
Collection Act Amendments of 1992, a bill 
which would amend existing debt collection 
Statutes to improve the government’s 
administrative handling of agency claims. 
The bill was not enacted. 


e The Civil Division proposed the 
Federal Courts Improvements Act and 
Contract Disputes Act Amendments of 1992. 
This bill, which was not enacted, would, 
among other things, establish provisional 
remedies for safeguarding contractor assets 
so that collection action can be taken on 
contractor debts owed the government. 


e The Civil Division proposed amend- 
ments to the Bankruptcy Code which would, 
among other things, protect the govern- 
ment’s right to withhold funds owed a 
debtor as an offset against his debts to 
the government, and improve collection of 
government claims in bankruptcy cases by 


increasing the priorities afforded federal 
claims. The proposed amendments were not 
enacted. 


DEBT COLLECTION 
MANAGEMENT OFFICE 
JUSTICE MANAGEMENT DIVISION 


e The Litigation Subgroup of the 
Federal Credit Policy Working Group (an 
interagency task force under the policy 
oversight of the Office of Management and 
Budget), chaired by the Deputy Assistant 
Attorney General for Debt Collection 
Management, completed a review and revi- 
sion of the Federal Claims Collection 
Standards (4 CFR Subparts 101-105) during 
fiscal year 1992. This is the regulation 
used by agencies to refer claims to the 
Devartment of Justice for litigation and 
enforced collection. The revised version 
was circulated to appropriate agencies for 
review and comment, and will be finalized 
in fiscal year 1993. 


e During fiscal year 1992, the Deputy 
Associate Attorney General and the Deputy 
Assistant Attorney General provided com- 
ments to the Chief, Credit and Cash 
Management Branch of the Office of 
Management and Budget, on OMB Circular 
A-129, “Managing Federal Credit 
Programs." A-129 prescribes policies and 
procedures for planning and managing 
federal direct and guaranteed credit 
programs to federal agencies. 


EXECUTIVE OFFICE FOR 
UNITED STATES ATTORNEYS 


© The Financial Litigation Staff (FLS) 
participated in developing the Bankruptcy 
Reform Act of 1991, which includes the 
Department’s proposed amendments to Title 
11 of the United States Code (Bankruptcy 
Code) and proposed amendments to Title 18 
directed specifically towards bank- 
ruptcy crimes. 


e FLS participated with the Justice 
Management Division and the Treasury in 
the redrafting of the form for the Claims 
Collection Litigation Report which federal 
agencies are required to include with debt 
litigation referrals under the Federal Claims 
Collection Standards (4 CFR Subpart 105). 


e FLS and the Financial Litigation 
Subcommittee of the Attorney General’s 
Advisory Committee, together with a 
working group, reviewed and drafted 
proposed uniform procedures for the non- 
judicial foreclosure of federal mortgages 
and sent them to the United States Attorneys 
for additional comment. 


IMMIGRATION AND 
NATURALIZATION SERVICE 


e An INS fiscal year 1992 legislative 
initiative was enacted into law and will 
allow INS to keep some of the monies 
collected from breached bonds to enhance 
collection efforts. 


TAX DIVISION 


e The Tax Division has worked closely 
with the IRS, EOUSA, the Civil Division, 
and the Office of Policy Development to 
develop a series of proposals to amend the 
Bankruptcy Code in an effort to increase the 
amount recovered by the United States in 
bankruptcy proceedings, plug loopholes, and 
overturn adverse case law. Many of these 
proposed amendments concern the inter- 
action of the tax and bankruptcy laws, but 
others are of a more general nature. 


e A draft bill containing these pro- 
posals has been forwarded to OMB for 
clearance and circulated to other agencies. 
The Tax Division hopes that the legislation 
will form the focus of an administration bill 
in the near future. 


OTHER 


° The Federal Courts Administration 
Act of 1992 was enacted into law. The Act 
earmarks the first $6.2 million deposited 
into the Crime Victims Fund each year to be 
reserved for use by the National Fine Center 
(in the Administrative Office of U.S. 
Courts) in fiscal years 1992 through 1995. 
Beginning in fiscal year 1996, the first $3 
million will be reserved each year for the 
National Fine Center. 


ACCOUNTABILITY 


CENTRALIZED SUPERVISION 


FINANCIAL LITIGATION 
WORKING GROUP 


Wayne Budd, Associate Attorney 
General, was delegated authority by the 
Attorney General for all Department of 
Justice debt management activities. In 
this capacity, and in close association 
with the Departmental components and the 
Executive Office for U.S. Attorneys, the 
Associate Attorney General has emphasized 
the establishment of overall goals and 
objectives necessary to shape a Department- 
wide debt collection policy. Additionally, 
he provides oversight of debt collection 
operations, coordinates statistical reporting, 
and monitors collection activity throughout 
the Department. In order to fulfill this 
obligation, the Associate Attorney General 
designated the Deputy Associate Attorney 
General responsibility for day-to-day 
operations. The Deputy Associate Attorney 
General chairs a Financial Litigation 
Working Group which is comprised of 
representatives from each Department of 
Justice component with litigation and debt 
collection functions. The Financial 
Litigation Working Group meets at least bi- 
monthly and addresses all issues pertinent to 
debt collection management within the 
Department of Justice. At the same time, 
the components provide reports on activities 
and initiatives. _ The members of the 


Financial Litigation Working Group are: 


Judge Tim Murphy (Deputy Associate 
Attorney General) 


Mary Ann Berry (Antitrust Division) 
Anthony Merola (Bureau of Prisons) 
John Showalter (Civil Division) 

Rick Nockett (Civil Division) 

John Hodgdon (Civil Division) 

Mac McConkey (Civil Rights Division) 
Edith Levine (Criminal Division) 


Dodie Steenland (Environment and 
Natural Resources Division) 


Saundra Doyle (Environment and 
Natural Resources Division) 


Kathleen Haggerty (Executive Office 
for U.S. Attorneys) 


Rick Sponseller (Executive Office for 
U.S. Attorneys) 


Robert Egan (Immigration and 
Naturalization Service) 


Robert Ford (Debt Collection 
Management - Justice Management 
Division) 


Gerald Elston (U.S. Marshals Service) 
Michael Paup (Tax Division) 


Patty Mayhew (Staff Assistant to 
Judge Murphy) 


Karen Spaight (Special Assistant to 
Judge Murphy) 


We acknowledge the assistance of all 
of these people in the preparation of this 
Report. 


NATIONWIDE CENTRAL 
INTAKE FACILITY 


Beginning in the mid-1980s, OMB 
began pressuring agencies to collect the 
billions of dollars of delinquent debt due 
them. Agencies responded by accusing 
Justice of laxity in pursuing litigation 
against federal debtors. Congress reacted by 
enacting the Federal Debt Recovery Act of 
1986 (authorizing the private counsel debt 
collection project) and faulted DOJ for its 
inability to track debt inventories. In order 
to correct this weakness, efforts were initi- 
ated to centralize all case tracking within the 
Department which will result in consistent 
processing, reporting, and reconciliation of 
the debt inventory. 


The Nationwide Central Intake 
Facility (NCIF) in the Justice Management 
Division’s Office of Debt Collection 
Management represents a very successful 
first step in centralization efforts. The 
NCIF emerged from the private counsel debt 
collection project. NCIF allows the intake 
of civil debts referred to the Department by 
client agencies through one central intake 
point rather than through 94 separate U.S. 


Attorneys’ Offices (USAOs) for processing. 
After processing, the debts are referred to 
the proper USAO by NCIF. 


During the first year of operation 
(fiscal year 1991), NCIF processed over 
26,000 non-bankruptcy civil debts valued at 
over $457 million. (Debts valued at 
$500,000 or more are referred directly to 
the appropriate DOJ litigating division.) 


Some of the functions performed by 
NCIF which confirmed its success in the 
first year of operation included: 


- Establising a single, central, data 
base of information which tracks the 
number of debts referred to Justice 
for litigation by each agency, the 
dollar value of the referrals, a unique 
identifier for each claim referred, the 
closing date of the debt, and an 
aging of delinquency for each debt 
and by agency portfolio. 


- Screening all incoming debts to 
uniform standards to ensure that the 
statutes of limitation have _ not 
expired, that the debtors’ addresses 
are within the judicial districts to 
which they are addressed, and that a 
correctly completed Claims Collec- 
tion Litigation Report is attached. 


- Providing automatic acknowledge- 
ment to each agency of the receipt 
of all debts it referred, informed 
each agency where the debts were 
referred for litigation (USAO or 
private counsel), and rejected and 
returned to the referring agencies 
defective referral packages. 


- Generating automatically data on 
the total number and value of debts 
referred by client agencies, created 
proper audit trails for the General 
Accounting Office, and prepared 
reports the Federal Debt Recovery 
Act requires the Attorney General to 
submit annually to Congress. 


During fiscal year 1992, the NCIF 
received and processed a total of 29,780 
debts from client agencies valued at 
$1.3 billion. NCIF began receiving 
bankruptcy referrals from federal agencies at 
the start of the fiscal year. Nearly 6,000 
bankruptcy referrals, valued at $539 million, 
were processed during the year. This repre- 
sents the first time that data on the number 
and value of bankruptcies filed by federal 
debtors has been compiled, and illustrates 
the potential loss to the federal government 
from bankruptcies by its debtors. 


- In August 1992, the Office of Debt 
Collection Management issued a 
Request for Proposals (RFP) from 
contractors to expand the NCIF/CIF 
system concepts into all 94 USAOs 
throughout the country and to the 
litigating divisions within the 
Department. This will be a major 
step forward in the centralization 
process because debts tracked 
presently by the remaining 87 
USAOs and litigating divisions will 
be included in the single, central, 
data base. In preparation for this 
significant change in processing and 
tracking, the Deputy Associate 
Attorney General has held prelimi- 
nary meetings with the Civil 
Division and the Environment and 
Natural Resources Division, two of 
the Departmental components which 


presently track their own debts. 
These meetings have concentrated on 
data needs and resources necessary 
for these components to transfer case 
data into NCIF when expansion takes 
place. The remaining Departmental 
components have _ substantially 
smaller inventories and should make 
this transition more easily. Selection 
of the contractor to operate the 
expanded NCIF will be made in 
fiscal year 1993. 


LITIGATION INFORMATION 
ACTION TEAM 


A Financial Litigation Action Team 
was established in fiscal year 1992 by the 
Office of Management and Budget. The 
Deputy Associate Attorney General and the 
Assistant Attorney General for Admini- 
stration were members of the Steering 
Committee for the Team. The Team con- 
sisted of management officials from Justice, 
OMB, nine federal agencies which actively 
refer debts for litigation to Justice, and the 
Department of the Treasury’s Financial 
Management Service. The objectives of the 
Action Team, which were outlined in the 
Final Report published in June 1992, were 
as follows: 


- Report on the status of the out- 
Standing financial litigation claims at 
Justice as of the end of fiscal year 
1991. 


- Reconcile the data on outstanding 
receivables reported by agencies with 
data available at Justice as of the end 
of fiscal year 1991. 
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- Ensure that the agencies and Justice 
have consistent and accurate referral 
and reporting systems. 


An attempt was made to reconcile 
agency referral records with data available 
- within the Department. All the agencies 
compared the DOJ data with their own 
records, and the Action Team found that the 
information capabilities at the agencies and 
Justice were far worse than anticipated. 
Justice problems centered around the fact 
that data were spread among several 
computer systems and were not readily 
available nor comparable in any of them. 
For some referring agencies, systems or 
programming deficiencies were so extensive 
that data on claims referred to Justice were 
not available in an automated or easily 
retrievable fashion. 


Given these circumstances, the 
findings and recommendations of the Action 
Team were as follows: 


(1) The Justice effort to develop a 
status report on financial litigation 
claims as of the end of fiscal year 
1991 clearly showed that the total 
value of claims outstanding may be 
vastly understated. 


(2) Under current conditions, com- 
plete reconciliation of agency and 
Justice information on claims is 
impossible because of differences in 
term definitions, a lack of a standard 
referral process, and lack of a 
Standard process for notifying 
agencies when Justice has completed 
action on a claim. 


(3) In order to complete the recon- 
ciliation effort, three areas must be 
improved to provide for compar- 
ability: (a) agreement must be 
reached on the definitions of terms 
that will be common in this effort to 
agencies, Justice, and Treasury (for 
reporting purposes); (b) Treasury 
must revise its report to reflect the 
above; and (c) Justice must develop 
a summary report on the status of 
claims at the Department and the 
system capability to produce such a 
report on a regular basis. 


(4) Once agreement is reached on the 
recommendations on reports and 
definitions, each agency (including 
Justice) must make systems, pro- 
gramming, and/or procedural 
changes necessary to implement the 
recommendations. The changes must 
ensure that proper controls are in 
place at points of transfer of data: 
(a) referral of claims to Justice 
by agencies; (b) provision of infor- 
mation on cash collections by Justice 
to agencies; and (c) completion of 
claim action and close-out by Justice. 


(5) Each federal agency must 
develop a schedule for completion of 
a claim-by-claim review and 
reconciliation. 


Efforts to act on and resolve the 
recommendations related to Justice problems 
identified in the Action Team Report were 
undertaken. These efforts included develop- 
ment of a glossary of common terms which 
have been reviewed by agencies for their 
input; appointment of Account Resolution 
Coordinators at each U.S. Attorney’s 
Office, the Civil Division and_ the 
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Environment and Natural Resources 
Division as a contact point for referring 
agencies in their reconciliation efforts; 
design of a status report on claims at Justice 
(with pre-filed, filed, and _ in-collection 
categories); and development of a Request 
for Proposals (RFP) from contractors for the 
systems work necessary to create the data 
base and communications capability to 
automate the status report linking 
information currently maintained at the 
U.S. Attorneys’ Offices, the Headquarter’s 
Divisions, and the Justice Management 
Division (the NCIF). 


Work on the recommendations of the 
Litigation Information Action Team will 
continue during fiscal year 1993. We are 
grateful to the Office of Management and 
Budget, particularly Tom Stack and Richard 
Green, for leadership in this area and strong 
support of our efforts to improve case 
tracking and reporting. 


FINANCIAL LITIGATION PLANS 
FOR FY 1992 


Throughout fiscal year 1992, the 
Deputy Associate Attorney General moni- 
tored activities outlined in the components’ 
1992 Financial Litigation Plans. After 
reviewing all Plans submitted by the 
components and the 94 USAOs, responses 
were sent to these offices with suggestions 
for improvements. As the year progressed, 
data and information submitted in response 
to Plan requirements was carefully moni- 
tored. For example, a review of the Plans 
was made to compare the usage of Special 
Assistant U.S. Attorneys in the USAOs as 
reported at the end of fiscal year 1991 and 
mid-year 1992 to determine if there was any 
increased usage of SAUSAs. Near the end 
of the fiscal year, all offices were asked to 


report on activities outlined in their Plans. 
(Some of these responses can be found at 
Appendix B of this report.) Additional 
reports will be generated by the office of the 
Deputy Associate Attorney General based on 
the Plan material and formally presented to 
the Office of the Inspector General as part 
of his monitoring responsibility during fiscal 
year 1992. 


UPDATE OF DOJ MASTER 
FINANCIAL LITIGATION PLAN 


During fiscal year 1993, the office 
of the Deputy Associate Attorney General 
will update the Departmental Master 
Financial Litigation Plan to reflect new 
and/or changing priorities. The Plan was 
Originally established as an _ evolving 
document, to be changed and updated on a 
regular basis, as a means of addressing the 
dynamics of debt collection activities. Once 
the Master Plan is revised, all components 
will be requested to update their individual 
Plans for fiscal year 1994. The updates will 
be accomplished in close consultation with 
all components. Members of the Financial 
Litigation Working Group will be crucial to 
completion of this process. 


ATTORNEY GENERAL’S ADVISORY 
COMMITTEE 


The Financial Litigation Subcom- 
mittee of the Attorney General’s Advisory 
Committee (AGAC) met several times dur- 
ing fiscal year 1992. This group focuses on 
the debt collection efforts of the 94 USAOs, 
resolves problems, and coordinates activities 
for effective response. The Committee 
provided invaluable leadership and guidance 
to the Department on financial litigation 
matters. The members of the Financial 
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Litigation Subcommittee during fiscal year 
1992 were: 


Charles W. Larson (Chairman) 
Northern District of lowa 


Marvin Collins, Northern District 
of Texas 


Edgar W. Ennis, Middle District 
of Georgia 


Joyce J. George, Northern District 
of Ohio 


John S. Simmons, District of 
South Carolina 


Lee Thompson, District of Kansas 


James J. West, Middle District 
of Pennsylvania 


Joseph M. Whittle, Western District 
of Kentucky 


REPORTING 


FINANCIAL LITIGATION ANNUAL 
REPORT 


This is the second Annual Report 
prepared by the office of the Deputy 
Associate Attorney General to highlight 
efforts undertaken by the Department of 
Justice through staff in the USAOs and its 
other litigating components to collect 
delinquent federal debts. The financiai 
litigation activities reported in this pub- 
lication and efforts planned for the future 
represent a high priority of the Department 
of Justice toward recovering monies owed 


the federal government. The Report is 
distributed to the federal debt collection 
community -- within the Department to the 
Attorney General, Inspector General, United 
States Attorneys’ Offices, and all com- 
ponents -- and selected groups outside the 
Department. 


FEDERAL CREDIT POLICY WORKING 
GROUP 


This group, chaired by Frank 
Hodsoll, Deputy Director for Management 
of the Office of Management and Budget, 
conducts bi-monthly meetings on issues 
related to federal credit management. Judge 
Murphy and Robert Ford, Deputy Assistant 
Attorney General in the Justice Management 
Division, represent the Department of 
Justice on the Working Group. Justice- 
related issues discussed at meetings during 
fiscal year 1992 were numerous, including 
the Litigation Information Action Team, 
projections on referrals to Justice by federal 
agencies, the Debt Alert Interactive Voice 
Response System (DAIVRS), and budget 
shortfalls expected by the Department and 
the NCIF in fiscal year 1993. 


SEMI-ANNUAL REPORTS 


The Inspector General’s Audit Report 
(90-3) entitled "Planning for Debt Collection 
Within the Department of Justice," dated 
January 1990, recommended that a semi- 
annual report be made to the Attorney 
General and Inspector General on the total 
amounts due the Department as well as 
amounts overdue and amounts written off as 
uncollectible. The Financial Litigation 
Plans developed by the components and 
USAOs required the collection of statistical 
data to meet this recommendation. During 
the past year, reports have been submitted to 
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the office of the Deputy Associate Attorney 
General relating to cases being processed in 
pre-filing, filed, and judgment stages on a 
semi-annual basis by the components and the 
Executive Office for U.S. Attorneys. The 
data has been assembled into a report which 
shows Department-wide totals and is sub- 
mitted every six months to the Attorney 
General, Inspector General, the Congress, 
and OMB. This reporting format has served 
as the basis for the new design of a claims 
Status report required by the Litigation 
Information Action Team chaired by OMB. 


MID-YEAR DEBT COLLECTION 
REVIEW 


Annually, OMB conducts a mid-year 
debt collection review with the Department. 
Major topics on which Judge Murphy, 
Robert Ford of the Justice Management 
Division, and Rick Sponseller and Kathleen 
Haggerty of EOUSA reported at the fiscal 
year 1992 mid-year review included 
progress on the Litigation Information 
Action Team, the Private Counsel Project, 
the NCIF, DAIVRS, and non-judicial fore- 
closure _ legislation. OMB expressed 
satisfaction at the progress made by DOJ in 
these areas and in planning and priority 
setting for future activities. 
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FINANCIAL LITIGATION-RELATED TRAINING 


JOINT DEPARTMENT OF JUSTICE/ 
DEPARTMENT OF THE TREASURY 
TRAINING 


For the second year in a row, the 
personnel from the Justice Management 


Division, Executive Office for U.S. 
Attorneys, several individual U.S. 
Attorneys’ Offices, and the Deputy 


Associate Attorney General participated in 
joint training sessions with the Department 
of the Treasury’s Financial Management 
Service. The target audiences for these 
workshops were client agency personnel, 
including general counsel, loan officers, and 
finance and accounting staff, in addition to 
USAO Financial Litigation Unit personnel. 
The focus of the training during fiscal year 
1992 was basic nuts and bolts issues such as 
reading and understanding credit reports and 
correct completion of Claims Collection 
Litigation Reports. 


Nine training sessions were held 
during fiscal year 1992 for over 700 
participants. In reviewing the quality of 
the referral packages received at the 
Nationwide Central Intake Facility (NCIF) 
from agencies during fiscal year 1992, the 
rejection rates substantially decreased in 
several of the major referring agencies 
while, at the same time, volume of cases 
forwarded for litigation increased drama- 
tically. As the year progressed, the 
subject matter covered at the joint training 
sessions was modified to address pr-*'em 


areas as rejections at NCIF and “>: _)uAOs 
were monitored. This type of |* \''4e and 
adaptability proved to be effe and 


can be directly related to the decreased 
rejection rates. 


These meetings were also the result 
of joint sponsorship by multiple USAOs. 
Many of the sessions were organized 
between two or more USAO Districts -- at 
some, as many as ten Districts cooperated to 
hold one session covering multi-State areas. 
These training sessions were conducted in 
the following locations: 


San Francisco, CA 
Denver, CO 
Baltimore, MD 
Hyannis, MA 
Minneapolis, MN 
Columbia, SC 
Richmond, VA 
Seattle, WA 
Charleston, WV 


JOINT UNITED STATES ATTORNEY, 
PROBATION OFFICER AND COURT 
CLERK TRAINING 


At the request of the Criminal Fines 
Task Force, jointly established by the 
Judiciary and the Department of Justice to 
address problems associated with the 
improved collection of fines and restitution 
imposed in criminal cases, the Probation and 
Pretrial Services Division of the Administra- 
tive Office of the U.S. Courts has provided 
continued support to the Department of 
Justice in its national training initiative at 
the district court level. The Probation and 
Pretrial Services Division sent a representa- 
tive to most of the in-District training 
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sessions in furtherance of its commitment to 
this important initiative. 


The major objective of the training 
was to improve communication, coordina- 
tion, and cooperation between t':e various 
Criminal justice components involved in 
collections. During the year, almost every 
District held at least one joint training 
session on fines and restitution collection 
and enforcement. Over 5,000 AUSAs, pro- 
bation officers, victim/witness coordinators, 
and clerks’ office staff were trained in the 
determination of a defendant’s ability to pay 
a fine or make restitution, asset identi- 
fication, and criminal debt enforcement 
techniques. 


These sessions opened the lines of 
communication among the various com- 
ponents of the criminal justice system and 
served as forums to address specific issues 
on a District-by-District basis. This 
initiative was well received and supported 
by the U.S. Attorneys and Chief Probation 
Officers, who frequently participated in the 
programs and often made attendance man- 
datory. This training is required yearly by 
the Department of Justice Financial 
Litigation Plan. 


**NOTE: Details of these training sessions, such 
as dates, locations, and number of attendees, are 
shown at Appendix A. 


BUREAU OF PRISONS 


In November 1991, under Paul 
Horner’s leadership, the Bureau of Prisons 
conducted a second national Inmate Finan- 
cial Responsibility Program Symposium. As 
with the first, a three-day training session 
was conducted for key staff from 30 Bureau 
institutions. Other Justice components 


involved in this training included the Execu- 
tive Office for U.S. Attorneys, Financial 
Litigation Staff, and the Office for Vicims 
of Crime. 


During fiscal year 1992, several 
Bureau institutions hosted one-day Financial 
Litigation/Debt Collection workshops. 
FCI Tucson sponsored a workshop which 
included 35 participants from the U.S. 
Attorneys Office, U.S. Probation Office, 
and Bureau of Prisons from the District of 
Arizona. Other joint sessions were held at 
FCI McKean, PA; FCI Fairton, NJ; FCI 
Otisville, NY; FPC Allenwood, PA; FPC 
Yankton, SD; and FCI Butner, NC, averag- 
ing about 37 participants each. All training 
received positive and enthusiastic comments 
from the attendees. 


CIVIL DIVISION 


During fiscal year 1992, the Civil 
Division continued to provide a broad 
variety of training to its attorneys and 
others, including the following: 


e An intensive two-week Civil Trial 
Advocacy course in October 1991, 
attended by approximately 45 new 
Civil Division attorneys. 


e A half-day program in fall 1991 on 
the new Executive Order on Civil 
Justice Reform for agency general 
counsel and Department of Justice 
managers. 


e A half-day seminar in January 1992 
on the new Executive Order on Civil 
Justice Reform, attended by several 
hundred Division attorneys. 
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° Two full-day seminars in spring 
1992 on Alternative Dispute 
Resolution, attended by nearly 70 
Division attorneys. 


e Over twelve "sandwich seminars" 
conducted throughout the year on 
various litigation topics, attended by 
the Division’s Commercial Litigation 
Branch attorneys, many of whom 
handle financial litigation. 


e A number of senior Civil Division 
attorneys served as instructors at 
various courses offered through the 
Department’s Legal Education 
Institute during fiscal year 1992. 
These courses, attended by AUSAs, 
SAUSAs, and agency counsel and 
investigators, covered topics such as 
the Federal Debt Collection Proce- 
dures Act, bankruptcy, fraudulent 
conveyance litigation, the investi- 
gation and prosecution of civil fraud 
claims, and Civil Division policies in 
affirmative claim litigation. 


e In addition, the Civil Division’s 
Standing Training Committee 
developed and distributed to all 
Division attorneys a new “Attorney 
Deskbook" which consolidates into a 
single source information on the 
procedural and administrative aspects 
of litigating on behalf of the United 
States. 


ENVIRONMENT AND NATURAL 
RESOURCES DIVISION 


During fiscal year 1992, members of 
the Systems Group attended training courses 
conducted by the Executive Office for U.S. 
Attorneys on the Federal Debt Collection 


Procedures Act and Criminal Debts and 
Bankruptcy. 


Five Division attorneys and one non- 
attorney attended the Office of Legal 
Education’s Basic Bankruptcy course held in 
Washington in Sepiember 1992. 


EXECUTIVE OFFICE FOR UNITED 
STATES ATTORNEYS 


EOUSA sponsored and implemented 
numerous specialized training conferences 
to enhance the management of the debt 
collection effort. IEQUSA conducted one 
Executive Session for 41 United States 
Attorneys on financial litigation management 
issues. During fiscal year 1992, EOUSA 
trained over 693 AUSAs, SAUSAs, finan- 
cial litigation agents, and other financial 
litigation personnel as well as DOJ Division 
employees. 


One conference for AUSAs and para- 
legals covered the Federal Debt Collection 
Procedures Act with a portion of its focus 
on civil penalty cases. The participants 
included AUSAs, paralegals, and SAUSAs 
from district Offices of Surface Mining and 
Department of Labor. 


Three conferences entitled Automat- 
ing Financial Litigation were conducted 
for the PROMIS and USACTS II Districts. 
These conferences were designed for FLU 
AUSAs, paralegals, FLU agents and system 
managers. The attendees worked as a team 
focusing on increasing communication and 
interaction. The conferences provided an 
effective opportunity for District teams to 
design and develop statistical reports needed 
to assist the FLU in daily operations and to 
use statistical information for establishing 
and measuring management goals. 
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EOUSA sponsored one Criminal 
Debts and Bankruptcy Conference for 
seasoned FLU paralegals/support and new 
FLU AUSAs. The first day covered federal 
criminal fine and_ restitution — statutes, 
locating hidden assets, and post-judgment 
enforcement of criminal debts. The second 
day covered the Bankruptcy Code and 
practice. 


EOUSA co-sponsored two Judgment 
Enforcement Team (JET) training programs 
with the United States Marshals Service 
(USMS). Eleven judicial districts are 
currently participating in a one-year pilot 
program. The USMS will contribute to the 
USAOs’ financial litigation program 
by providing Deputy U.S. Marshals and 
Investigative Analysts as judgment enforcers 
who will locate debtors and identify assets 
for seizure to recover debts and fines. 


EOUSA produced a comprehensive 
series of bankruptcy fraud training seminars 
to attack a growing criminal problem. 
Three of the five training sessions were 
presented during the fiscal year. Besides 
training civil and criminal AUSAs, the 
seminars brought together Assistant U.S. 
Trustees, bankruptcy administrators (from 
the Districts without the U.S. Trustee 
system), and investigative agents, mostly 
from the FBI, but, in some instances, from 
the IRS. This is one of the first programs 
in the Department purposely designed to 
bring these various components together in 
the effort to improve effectiveness in the 
field. The comprehensive nature of the 
body of students was considered to be as 
vital as the material presented. The 
seminars per.nitted training of at least one 
Civil assistant and one criminal assistant 
from each District, as well as one Assistant 
U.S. Trustee and one investigator. There 
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are two such seminars planned for 1993. In 
the future, one or two seminars a year wvill 
be offered to newly-assigned attorneys in 
this area. Some USAQOs have been conduct- 
ing additional local bankruptcy fraud 
training, sometimes for the benefit of their 
client agencies (Eastern District of Virginia) 
and sometimes for the benefit of the 
bankruptcy bar and bench (Middle District 
of Alabama). 


FLS, for the first time, assisted the 
Office of Legal Education in conducting a 
basic bankruptcy seminar. The agenda was 
revised, and an additional day of training 
was added. 


FLS monitored and supported joint 
AUSA/probation officer t-2ining to improve 
the enforcement of criminal fines and 
restitution. During fiscal year 1992, 70 
Districts held joint training sessions, and 
many hundreds of criminal prosecutors, civil 
collection attorneys, United States probation 
officers, and others were trained on how 
they could ensure that fines and restitution 
imposed in federal criminal cases were paid. 
Twenty-four more conferences have been 
scheduled to take place before the end of the 
1992 calendar year. 


FLS conducted a criminal fine and 
restitution enforcement conference for 
Criminal prosecutors and civil collection 
attorneys in October 1991. 


** NOTE: Details of EOUSA training such as dates, 
locations, and number of attendees are shown at 
\ppendix A. 


IMMIGRATION AND NATURALIZATION 
SERVICE 


In December 1991, the Immigration 
and Naturalization Service National Fines 
Office conducted a training workshop on 
immigration fines for the Air Transport 
Association, to encourage voluntary 
compliance through education. 


TAX DIVISION 


During fiscal year 1992, the Tax 
Division completely revised its Manual for 
Collection of Tax Judgments to reflect 
changes made by the Federal Debt Collec- 
tion Procedures Act of 1990 and other new 
Statutory and regulatory procedures. The 
manual (and revised debt collection direc- 
tive) were distributed to all debt collection 
personnel. Finally, the new manual and 
directive formed the focus for an extensive 
training program conducted for all attorneys 
and other collection personnel, and are now 
used in the Division’s orientation program 
for new attorneys. 


The Tax Division has fully imple- 
mented the Executive Order on Civil Justice 
Reform. All debt collection personnel have 
been trained in the requirements of the 
Executive Order. 


The Tax Division continues to 
engage in a collection outreach effort with 
its client, the Internal Revenue Service. 
Thus, attorneys from the Division continue 
to play an active role in the IRS’s General 
Litigation School. Division attorneys serve 
as instructors in courses designed to teach 
district counsel attorneys who serve as 
SAUSAs prescribed practices in handling 
settlements and judgments, in coordination 
with the Tax Division. 


UNITED STATES MARSHALS SERVICE 


Two training conferences and 
specialized training were provided to the 
JET (Judgment Enforcement Team) pilots. 
The first conference was held in May, 
establishing the initial pilots. The second 
conference was a training and problem solv- 
ing conference for the FLU staff/JET pilots 
in the participating Districts in September. 
Also in September, the JET pilots were 
trained by the National Association of 
Certified Fraud Examiners on_ locating 
hidden assets. 
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AWARDS AND COMMENDATIONS 


Many individuals within the Depart- 
ment were recognized in 1992 for outstand- 
ing contributions to efforts in financial 
litigation. In every area of collection, 
some societal value is achieved. When 
debts from the Department of Education are 
returned, the collections go back to support 
more student loans. The same is true of 
Public Health Service loans, but the primary 
concern is to get the physician to fulfill 
his/her obligation to provide medical 
services in disadvantaged areas of the 
country. Collections of criminal fines, 
restitutions, and special assessments go 
directly to the Crime Victims Fund. This 
fund is used to provide monetary assistance 
and social services to victims. Finally, 
collections from cases involving financial 
institution fraud reduces the burden on the 
taxpayer. 


Two new awards were instituted by 
organizations outside of the Department of 
Justice in fiscal year 1992 and were pre- 
sented to Justice personnel. 


e The Treasury Department’s Financial 
Management Service developed an award to 
recognize specific outstanding performance 
by a United States Attorney in financial 
litigation and collection of delinquent debt. 
The winner of the first "U.S. Attorney of 
the Year for Financial/ Civil Litigation" was 
Joyce George of the Northern District of 
Ohio. Mrs. George’s certificate of award 
read: 


By providing unexcelled leadership 
and vision in the area of financial 
litigation, U.S. Attorney Joyce 


George has raised civil debt col- 
lection and litigation to greater 
prominence in U.S. Attorney’s offices 
across the country. She was instru- 
mental in incorporating model per- 
formance standards nationwide, in 
training U.S. Attorney personnel in 
the Federal Debt Collection Proce- 
dures Act; and, most importantly, in 
developing the U.S. Attorney’s com- 
ponent of the Department of Justice 
Debt Collection Plan, a critical com- 
ponent of the Department’s program 
to recover monetary obligations. 


The award was accompanied by $5,000. 


e Fiscal year 1992 also saw bestowal 
of the 1st Annual Victim Service Awards by 
the Office for Victims of Crime for extra- 
ordinary efforts to enhance contributions to 
the Crime Victims Fund. Several Depart- 
ment of Justice employees received recogni- 
tion by the OVC and their citations are 
printed later in this section. 


One of the Victim Service Awards 
was presented to Kim Whatley, a Probation 
Programs Specialist, U.S. Probation Office 
in the Administrative Office of the U.S. 
Courts. Not only is Ms. Whatley deserving 
of recognition by the Office for Victims of 
Crime, but also she is owed a special debt 
of gratitude by all members of the Justice 
financial litigation team. An experienced 
probation officer by training, one of her 
primary duties has been to participate as a 
trainer in programs provided to prosecutors, 
probation officers, and court clerks by the 
Executive Office for U.S. Attorneys. Ms. 
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Whatley has proven to be an inspiring and 
dedicated trainer, tirelessly criss-crossing 
the country to educate her audiences about 
the importance of collecting criminal fines. 
She emphasizes the need for communication 
and coordination among members of the 
criminal justice system, and brings her 
audiences to a greater awareness of victim 
rights. Her work has helped enormously in 
Department of Justice efforts to increase 
collections. 


RESEKSESEEESEEESRES 


The following individuals within 
the Department were recognized during 
1992 for outstanding efforts in financial 
litigation in fiscal year 1991. 


EXECUTIVE OFFICE FOR 
UNITED STATES ATTORNEYS 
1992 DIRECTOR’S AWARDS 


e Virginia R. Powel (Eastern District 
of Pennsylvania), an Assistant U.S. 
Attorney, handles bankruptcy law in a 
manner that has furthered the ability of the 
United States and its agencies to collect 
money owed to the government. While 
managing a caseload exceeding 125 cases, 
she has served as an instructor for other 
Assistant U.S. Attorneys, agency attorneys, 
and technicians on the new Federal Debt 
Collection Procedures Act in order to teach 
others to maximize recoveries for the 
government. 


e Patsy Ybarra (Western District of 
Texas) is recognized for her outstanding 
performance in the management of the 
Financial Litigation Unit for the Western 
District of Texas. Ms. Ybarra has made 
highly efficient use of limited resources 


and has applied innovative management and 
collection techniques to establish new 
records for dollar amounts collected, while 
at the same time reducing the casefile 
inventory. 


e Marcia W, Johnson, Richard J. 
French, Arthur I. Harris, Holly Taft 
Sydlow, Alex A. Rokakis and Patricia A. 
Gober (Northern District of Ohio) were 
charged to prepare a model plan to serve as 
the basis of debt collection litigation for all 
United States Attorneys’ Offices. Within 
several weeks of intensive research and 
labor, they produced a draft Financial 
Litigation Plan for United States Attorneys. 
This plan was accepted by the Attorney 
General’s Advisory Committee and became 
a critical component of the Department of 
Justice’s program to recover monetary 
obligations owed to the federal government. 


TREASURY DEPARTMENT AWARDS 
FOR DISTINCTION IN FINANCIAL 
MANAGEMENT IMPROVEMENTS 


e Debra M. DeGraff, Phyllis J. Little 
and Rose Mary Ostrand (Southern District 
of Iowa) improved implementation of agency 
credit management practices through proce- 
dural and systems changes in the Financial 
Litigation Unit by compiling, implementing, 
and enforcing a policies and procedures 
manual for the Unit. This resulted in a $2.6 
million increase in collections over fiscal 
year 1990. 


e John R. Hodgdon, Richard P. 
Nockett, and John W. Showalter (Civil 
Division) prepared the first overall 
Department of Justice Financial Litigation 
Plan and coordinated similar plans for all 
DOJ components. These plans enhance the 
government’s claims collection capabilities 
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by prescribing techniques, procedures, and 
systems to be used in prosecuting claims. 


e Debra Kay Clark, Jean Ann 
Gregory, Janice J. Grout, Patricia 
Mahoney, Kristin I. Tolvstad (Northern 
District of Iowa) revitalized debt collection 
activities within the U.S. Attorney’s Office 
for the Northern District of Iowa. By 
instituting inventive approaches to civil 
debt collection, such as a_ garnishment 
procedure in conjunction with the Iowa State 
Treasurer’s Office, this team increased civil 
collections by 19 percent over fiscal year 
1990. A cash award of $5,500 was shared 
by these individuals. 


° Deputy Assistant Attorney General 
Robert N. Ford, Imogene H. McCleary, 
Diane J. Miller and Linda A. Parke 
(Justice Management Division) developed 
the Nationwide Central Intake Facility 
(NCIF), a centralized, automated tracking 
system of delinquent debts referred to the 
Department of Justice for litigation. During 
fiscal year 1991, over 26,000 cases valued 
at $457 million were processed through the 
NCIF. These individuals shared a cash 
award of $6,000. 


e United States Attorneys Charles W. 
Larson (Northern District of Iowa) and 
Joseph M. Whittle (Western District of 
Kentucky) and Kathleen A. Haggerty, 
Henry D. Knight, James E. Mueller and 
S. David Schiller (Executive Office for 
U.S. Attorneys) secured passage of the 
landmark Federal Debt Collection Proce- 
dures Act of 1990, which, for the first time, 
established uniform remedies for the 
collection of delinquent civil debt by U.S. 
Attorneys and authorized private counsel. 
By allowing the Department of Justice to 


create standard policies, procedures, and 
forms to manage debt collection litigation, 
savings in excess of $100 million can be 
expected annually. A cash award of 
$10,000 was shared by these six individuals. 


VICTIM SERVICE AWARDS 


Nancy L. Rider (Executive Office 
for U.S. Attorneys) Ms. Rider is credited 
with the creation of an extensive national 
training program, through the Executive 
Office of U.S. Attorneys, to improve the 
collection of criminal fines by the Admin- 
istration of Courts. Last year alone, over 
3,000 prosecutors, probation officers, and 
court clerks throughout the nation received 
training under this program. Ms. Rider also 
drafted model procedures to guide U.S. 
Attorneys and probation departments in their 
collection of criminal fines, and has written 
an informative pamphlet for convicted 
federal defendants entitled What You Need 
to Know About Your Criminal Debts. 
The ongoing success of the Crime Victims 
Fund is directly attributable to efforts such 
as those of Ms. Rider, whose leadership is 


exemplary. 


od Paul Horner (Bureau of Prisons) 
Mr. Horner is former Chief of the Bureau 
of Prisons’ Inmate Financial Responsibility 
Program. Through this innovative program, 
federal inmates work with their caseworkers 
to create individual plans for meeting their 
court-ordered payment obligations. The 
program has been a resounding success, 
largely due to Mr. Horner’s vision and 
leadership. Since the program’s inception in 
1987, the Bureau of Prisons has collected 
over $51 million for the Crime Victims 
Fund. Furthermore, in 1991, 86 percent of 
inmates with court imposed financial obli- 
gations were making systematic payments; 
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over 26,000 inmates currently in custody 
have fully satisfied their financial 
responsibilities. | Mr. Horner provided 
training about the program to staff from 45 
correctional institutions nationwide and to 
numerous agencies within the Department of 
Justice. 


e Riley J. Atkins (District of Oregon) 
The Federal Debt Collection Procedures 
Act, which became effective in May 1991, 
stipulates that a federal defendant’s money, 
which has been deposited in a court as a bail 
bond, may be held over and applied to an 
unpaid fine. In November 1991, through 
the efforts of Mr. Atkins, the U.S. 
Attorney’s Office for the District of Oregon 
became the first to aggressively enforce the 
new law. A total of $300,000 in bail 
money, posted on behalf of a federal defen- 
dant, was seized to pay the individual’s 
outstanding fine. The prompt collection of 
this fine provides a sizable addition to the 
Crime Victims Fund, and sets a precedent, 
motivating other U.S. Attorneys to vigor- 
ously enforce the new Act. 


e Rosemary Zimbelman and Pat 
Walsh (District of Idaho) The combined 
efforts of Ms. Zimbelman and Ms. Walsh 
have resulted in tremendous increases in the 
criminal collections made in the State of 
Idaho. Ms. Zimbelman and Ms. Walsh 
were instrumental in the collection of almost 
$2.3 million in 1991 alone. In the same 
year, they increased assessment collections 
by 650 percent, fine collections by 48 
percent, and restitution collections 16 
percent. They achieved an overall 21 
percent increase in criminal collections. 
Ms. Zimbelman and Ms. Walsh rely on a 
team approach, enlisting the cooperation of 
probation officials, the criminal unit, and 
the financial litigation unit. They also 


work to rapidly enforce financial obligations 
imposed by the courts on convicted federal 
defendants. Their persistence and com- 
mitment have measurably increased the 
funding available to victim programs 
through the Crime Victims Fund. 


e Margaret Hambrick (Warden, FCI 
Lexington) One of the largest facilities 
in the Bureau of Prisons, the Federal 
Medical Center at Lexington, Kentucky, 
houses and provides medical care for over 
1600 female offenders. | Despite this 
challenging mission, the Medical Center 
promotes and maintains an active Inmate 
Financial Responsibility Program, making 
participation an integral part of each 
inmate’s overall programming assessment. 
The Lexington Medical Center is also one of 
the first federal institutions to create a 
computer program for tracking inmate pay- 
ments. This system has enabled the Medica] 
Center to accurately monitor all inmates, 
including those who have more than one 
court-ordered financial obligation. The 
Lexington Medical Center is an institution 
embodying outstanding initiative and 
commitment to the collection of criminal 
fines. 


e John D. Caulfield (Superintendent, 
FPC Eglin) Among Bureau of Prison facili- 
ties, the Federal Prison Camp at Eglin, 
Florida, has achieved the greatest success in 
collecting criminal fines. In 1991, the 
average amount collected per inmate was 
$238 -- the highest figure for any federal 
facility. Over 71 percent of its inmates have 
fully satisfied their court-ordered financial 
obligations. These successes are a direct 
result of the hard work of the Eglin staff, 
which has demonstrated total commitment to 
the Inmate Financial Responsibility Pro- 
gram. The staff has also made extra efforts 
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to raise public awareness about its 
operations, maintaining an open line of 
communication with Air Force personnel 
stationed on the base where the camp is 
located, and with the local community as 
well. 


ATTORNEY GENERAL’S 
DISTINGUISHED SERVICE AWARD 


e James G. Sheehan (Eastern District 
of Pennsylvania) Presented for development 
of affirmative civil enforcement programs 
and innovative and aggressive strategies 
which have brought exceptional results in 
the areas of fraud, financial recoveries, 
special remedies and _ environmental 
enforcement. Beginning in 1985, Mr. 
Sheehan has developed and implemented a 
variety of affirmative recovery programs 
that promote effective joint or parallel 
development of civil and criminal fraud 
cases. He has personally recovered more 
than $3 million in health care fraud cases 
from more than 400 defendants and he has 
handled and effectively managed many 
precedent-setting environmental enforcement 
cases. Mr. Sheehan’s stature as a leader in 
affirmative civil enforcement is nationally 
recognized. 


MISCELLANEOUS AWARDS 


e Lavon Jones, Assistant U.S. 
Attorney (Eastern District of Texas) 
received a special achievement award from 
the Environment and Natural Resources 
Division. AUSA Jones showed outstanding 
performance in _ precedent-setting 
Environment cases. 


e Hong Dea, Assistant U.S. Attorney 
(Central District of California) was 
presented an Inspector General's Integrity 
Award from the Department of Health and 
Human Services. AUSA Dea negotiated a 
settlement in the amount of $875,000 plus 
interest for false claims for reimbursement 
from the United States under the Medicare 
and Medicaid programs. 


e Betty Jo Freeman, Financial Litiga- 
tion Agent (Eastern District of Kentucky) 
was presented a Certificate of Appreciation 
by the Kentucky State Director of the 
Farmers Home Administration for outstand- 
ing assistance to Farmers Home Administra- 
tion in processing foreclosure cases during 
1991 and 1992. 


° Assistant U.S. Attorneys Deborah 
Solove, Kevin Conners and Dana Peters, 
members of the Affirmative Civil Enforce- 
ment and the Asset Forfeiture Unit, as 
well as First Assistant Barbara Beran 
(former Chief of FLU) and U.S. Attorney 
D. Michael Crites of the Southern District 
of Ohio each received honors from the 
Department of Health and Human Services, 
Office of Inspector General, in recognition 
of their aggressive civil prosecution of 
health care fraud cases over the course of 
the year. Additionally, AUSA Peters 
received an Integrity Award from HHS for 
his handling of a civil false claims action. 
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ENHANCING CLIENT AGENCY RELATIONS 


ACCOUNTING IMPROVEMENTS 


Environment and Natural 
Resources Division 


On March 2, 1992, a Memorandum 
of Understanding (MOU) was signed by 
representatives from the Executive Office 
for United States Attorneys (EOUSA) and 
the Environmental Protection Agency 
(EPA). This MOU gave the United States 
Attorneys’ Offices responsibility for 
collecting monies owed the United States in 
Superfund cases. In accordance with the 
terms of the MOU, debtors are making 
payments by electronically transferring 
monies from their banks to the Justice lock 
box. EPA had previously handled collec- 
tions in these cases through the EPA 
regional lock boxes. Members of the 
Deputy Associate Attorney General’s office, 
EOUSA, Justice Management Division’s 
Debt Accounting Operations Group, and the 
Environment Division meet quarterly with 
representatives from EPA to discuss any 
problems encountered with the new lock box 
procedures. 


CLIENT MEETINGS 


Environment and Natural 
Resources Division 


During fiscal year 1992, members of 
the Environment Division began meeting 
with representatives of EPA to reconcile the 
number and value of cases the agency is 
reporting to Treasury on its Schedule 9 
(Report on Accounts and Loans Receivable 


Due from the Public). In particular, the 
number of debts and the total amount of 
debts listed on EPA’s Schedule 9 were 
discussed. The Division’s findings are as 
follows: (1) the outstanding debts at DOJ 
that are reported on EPA’s Schedule 9 are 
calculated from a computer report the 
Environment Division provides to EPA 
which lists outstanding balances for debts 
owed the United States in EPA cases; (2) 
only cases with EPA’s accounts receivable 
number are reported by EPA as outstanding 
debts at the Department of Justice; and 
(3) because EPA has no internal tracking 
vehicle for determining whether or not a 
debtor is on a scheduled payment plan, all 
debts owing the United States are listed on 
the Schedule 9 as being delinquent. To 
assist them, the Division has designed a 
report which provides EPA with delinquent 
debts only. 


SYSTEMS ENHANCEMENTS 


Debt Collection Management 
Justice Management Division 


The Debt Collection Management 
Office in the Justice Management Division 
developed and implemented the Debt Alert 
Interactive Voice Response System 
(DAIVRS) to implement enforcement of the 
debarment provision of the Federal Debt 
Collection Procedures Act. DAIVRS is an 
automated database consisting of judgments 
entered against federal debtors by U.S. 
Attorneys and private counsel. DAIVRS 
permits lending officers at any federal 
agency, using a touch tone telephone, to 
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determine from the database whether a 
judgment exists against an applicant for 
federal financial assistance. The Act 
requires denial of credit for unpaid debts 
to the United States unless the agency has 
regulations allowing waiver of the restric- 
tion. Expansion and implementation of 
DAIVRS is_ restricted by budget 
considerations. 


Environment and Natural 
Resources Division 


In April 1991, EPA’s Office of 
Waste Programs and Enforcement was pro- 
vided with read-only access to the Lands 
Docket Tracking System (LDTS), the 
Environment Division’s case management 
system. Several EPA representatives were 
provided LDTS training which allows them 
to search Environmental Enforcement cases 
referred by EPA. EPA requested access to 
LDTS in order to enhance information 
exchange from EPA to Justice and to utilize 
the information from LDTS as a quality 
control device for information residing in 
the computer systems in the EPA regional 
offices. At this time, LDTS can be accessed 
from two terminals at EPA Headquarters in 
Washington, D.C. 


SPECIALIZED AGENCY 
MEETINGS AND CONFERENCES 


Environment and Natural 
Resources Division 


In August 1992, members of the 
Environment Division attended EPA’s 
Regional Year-End Financial Management 
Conference in San Francisco. The seminar 
brought together representatives from all 
EPA regional offices and focused on 


reviewing various end-of-year activities, 
such as reconciling accounts receivables, 
cash receipts and debt writeoffs. A 1'4- 
hour presentation was given by members of 
the Environmental Enforcement Section and 
the Systems Group. The Division repre- 
sentatives described the work of the 
Environment Division, the Systems Group, 
and the Environmental Enforcement Section, 
and the role each office plays in the 
financial litigation area. Copies of the 
Division’s annual statistical report and a 
brief summary of the Division’s computer 
system was provided to EPA. 


Executive Office for 
United States Attorneys 


Executive Office for U.S. Attorneys 
conducted an agency-specific conference for 
AUSAs and paralegals covering the Federal 
Debt Collection Procedures Act with par- 
ticular emphasis on civil penalty cases. 
The participants included AUSAs, para- 
legals, and SAUSAs from district Offices of 
Surface Mining (Department of the Interior) 
and Mine Safety and Health Administration 
(Department of Labor). 


Tax Division 


The Advanced Bankruptcy Practice 
Round Table is a one-week conference 
sponsored by the IRS which was held on 
two occasions in fiscal year 1992. This 
conference includes two or three Tax 
Division attorneys with expertise in 
bankruptcy litigation and a number of 
bankruptcy experts representing the IRS. 
The conference is used to air a broad range 
of complex bankruptcy issues and to develop 
joint IRS/Tax Division strategies to deal 
with them. It is also used as a vehicle to 
review the performance of IRS’ SAUSAs in 
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the conduct of general bankruptcy litigation 
responsibilities. 


VICTIM ASSISTANCE 
COMPENSATION PROGRAM 


The Crime Victims Fund was 
established by the Victims of Crime Act of 
1984. The Fund receives millions of dollars 
each year in criminal fines, forfeited bail 
bonds, and special assessments. Held by the 
U.S. Treasury and administered by the 
Office for Victims of Crime (OVC), over 90 
percent of the Fund is used annually to 
supplement state compensation and state 
assistance programs that address the needs 
of crime victims of state and federal 
offenses. The remainder of the Fund is 
used to assist victims of federal crimes, 
provide federal criminal justice professionals 
and victim assistance organizations with 
training and technical assistance, and fund 
Children’s Justice Act programs. The DOJ 
financial litigation team has a_ special 
relationship with OVC and the Crime 
Victims Fund. Our collection efforts result 
in deposits into the Fund which meet the 
needs of crime victims and tend to their 
concerns. 


During fiscal year 1992, an intensive 
publicity campaign was undertaken to 
increase awareness of the use of the Fund. 
Attorney General Barr, on two occasions, 
made reference to the Fund and his strong 
support of victims assistance programs: 


. The collection of fines and 
restitution is an important law 
enforcement priority. When a 
criminal debt is not collected, a 
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convicted criminal escapes punish- 
ment, and the deterrent value of the 
sanctions is impaired. Moreover, 
the collection of fines helps crime 
victims. Most of the fine money 
collected goes into the Crime Victim 
Fund, which is distributed to the 
States to assist those who have been 
raped, robbed, assaulted, or other- 
wise suffered because of criminal 
activity. Although the fund is 
permitted to receive up to $15C 
million a year from fines, in fiscal 
year 1991, we only collected $128 
million. We must make every effort 
to meet the $150 million cap every 
year. Crime victims deserve no less. 


am calling on each of you to renew 
your efforts to collect the money in 
our criminal debt inventory. A key 
to successful recovery of criminal 
debts is the active involvement of the 
AUSA from the time the case is 
opened. I urge you to emphasize to 
your prosecutors the importance of 
their role in ensuring that the fines 
and restitution imposed in their cases 
are collected. You should not 
consider your job to be done until 
any fine imposed is collected. . . . 


It is also important that recipients 
for the Crime Victims Fund know of 
our concern for their programs. 

When George Terwilliger or I visit 
your District, we would like to visit 
grantee organizations in the area. 1 
also urge you and your staff to make 
a point of visiting as many grantees 
as possible as you travel about your 
District. . . . 


The preceding statement was taken from a 
memorandum from Attorney General Barr to 
United States Attorneys, dated January 27, 
1992. 


Another example of the Attorney 
General’s commitment to the work done by 
grantee organizations was indicated in a 
speech he gave on August 18, 1992. He 
said: 


Whenever I go to a city, for a law 
enforcement event or speech, in 
addition to visiting the offices of 
the law enforcement agencies and 
prosecutors, I try to make it a point 
to visit a crime _ victims-related 
program. And so I have seen first- 
hand the work of those of you 
involved in: 


- rape crisis programs 

- police and prosecutor- 
based service agencies 

- domestic violence shelters 

- prosecutor-based child 
abuse programs, and many other 
areas. 


These visits reflect my view that 
victims’ rights must be an integral 
part of the criminal justice system. 


These publicity efforts have proven 
to be highly successful in raising awareness 
of the Crime Victims Fund. The Deputy 
Associate Attorney General for Financial 
Litigation visited scores of grantee 
organizations all across the country during 
fiscal year 1992. He is always greeted 
enthusiastically and gratefully. Many U.S. 
Attorneys, Assistant U.S. Attorneys, and 
FLU staff have visited organizations in their 


Districts and found it to be, as one U.S. 
Attorney stated, “one of the most gratifying 
and motivational experiences for all of us to 
see first hand some of the results of our 
efforts." Some District staff have become 
strong supporters of the grantees through 
volunteer work. They have collected cloth- 
ing, money, food, toys and gifts, begun 
recycling aluminum cans for the grantee, 
collected soaps, shampoos, and other per- 
sonal items for residents, and taken part in 
fund-raisers for VOCA recipients. 


As a result of efforts to bring about 
a better understanding of the use of the 
Crime Victims Fund, and the enthusiastic 
support provided by the USAOs, more 
money was collected in fiscal year 1992 than 
in any year since its inception. Over $220 
million was collected during 1992 -- that is 
over $70 million more than in any year 
since 1985, the first year funds were 
deposited into the Fund! 


**NOTE: The amount of funds deposited into the 
Crime Victims Fund for fiscal years 1985 through 
1992 are shown on Table 9, Appendix C. 
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MANAGEMENT INITIATIVES/SPECIAL PROJECTS 


ADMINISTRATIVE OFFICE 
OF U.S. COURTS/CRIMINAL 
FINES TASK FORCE 


e The Criminal Fines Task Force was 
established jointly by the Administrative 
Office and the Department of Justice in 
1989 to address problems associated with 
the collection of fines and_ restitution 
imposed in criminal cases. Members of the 
Task Force include, from the AOUSC, the 
Chairman of the Criminal Law Committee 
and the Assistant Director for the Office of 
Court Programs, Probation and Pretrial 
Services Division Chief. Department of 
Justice members include the Deputy 
Associate Attorney General for Financial 
Litigation and high-ranking officials of the 
U.S. Sentencing Commission. 


The Task Force met several times 
during the year in an effort to improve 
criminal debt collection procedures. It also 
serves as an advisory group to the National 
Fine Center. The Fine Center, an auto- 
mated criminal debt case-tracking system, 
designed to combine administrative 
procedures and record-keeping associated 
with fines, restitution, and _ special 
assessments imposed in federal criminal 
cases. 


The Fine Center pilot is now opera- 
tional in the first District in the pilot -- 
the Eastern District of North Carolina. 
During fiscal year 1992, the Fine Center 
collected over $600,000 from more than 
1,800 criminal debtors in the District. The 
four remaining pilots, the Western District 
of Missouri, the Western and Southern 


Districts of Texas, and the Eastern District 
of Pennsylvania, are expected to be opera- 
tional by the close of fiscal year 1993, 
followed by a phased expansion into all 
district courts by the end of fiscal year 
1996. 


The Fine Center will remove all 
tracking, billing, receipt of payments, and 
recordkeeping related to criminal debts from 
the USAO and Probation Offices. This will 
permit a significant increase in time for 
enforced collection activity. 


e The AOUSC also undertook other 
efforts to increase the collection of criminal 
debts. A pamphlet entitled Bringing 
Criminal Debt into Balance was published, 
which is intended to provide general 
information on the imposition, collection, 
and enforcement of financial penalties, and 
explain the role of the Fine Center. The 
pamphlet was widely distributed to members 
of the criminal justice team, including 
judges, court clerks, probation officers and 
criminal AUSAs. 


e A white paper on the imposition of 
fines and restitution orders was published 
by AOUSC and given wide distribution to 
United States district judges and magistrate 
judges to solicit their cooperation in making 
the fine and restitution effort fruitful. 


e Publicity efforts were initiated by 
AOUSC to assist in the effort. Judge Tim 
Murphy, Deputy Associate Attorney General 
for Financial Litigation was featured in an 


interview for The Third Branch, the news- 
letter of the federal courts. The article 
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highlighted the connection between fine 
collection efforts in the Department of 
Justice and the federal court system. The 
issue of drafting of Judgment and Commit- 
ment orders and their relationship to 
operations of the Fine Center was also 
covered in the article. 


ENVIRONMENT AND NATURAL 
RESOURCES DIVISION 


e During the past year, the Environ- 
ment Division has developed procedures and 
policies for forwarding Surface Mining Act 
debts to the IRS Tax Offset program. These 
debts are referred regularly to the Depart- 
ment by the Interior Department for termi- 
nation or writeoff. Currently, Interior 
refers surface mining debts to the IRS offset 
program when the debt is assessed, but do 
not do so at the time it is being written off 
(often several years later). Interior agreed 
to begin including each debtor’s social 
security number or company I.D. number in 
its referral packages to enable the Division 
to forward the debt to the IRS offset pro- 
gram in an organized manner. One problem 
the Division has encountered is that most 
Surface Mining Act violators are corpora- 
tions, not individuals. Presently, the IRS 
offset program is not equipped to include 
corporations, but when the program expands 
to include them, the Division will refer 
corporate debts. 


e During fiscal year 1992, the 
Environment Division received a letter from 
a New York-based firm offering to buy a 
Division bankruptcy debt of $50,000 in a 
citizen suit case for $.70 on the dollar. In 
response to this letter, the Division con- 
tacted several lawyers in the Department to 
seek their views on whether the Department 
had the statutory authority to sell debts. A 


memorandum was sent to the Associate 
Assistant Attorney General, Legal Counsel, 
requesting a legal opinion on whether the 
Department can sell its debts. Legal 
Counsel stated that the Department lacks the 
necessary authority to sell debts, but that the 
Division may want to contact the Depart- 
ment of Treasury for guidance. During the 
next fiscal year, the Division will pursue a 
delegation of authority from Treasury which 
will allow the sale of debts under certain 
circumstances. 


UNITED STATES MARSHALS 
SERVICE 


e In May 1992, the U.S. Marshals 
Service began a pilot project in which 
Deputy Marshals would be assigned full 
time to duty in the Financial Litigation 
Units of six U.S. Attorney Offices. The 
Deputy Marshals (known as JET pilots for 
Judgment Enforcement Team) were to per- 
form a variety of debt enforcement and 
financial investigative duties from iden- 
tifying debtor assets to facilitating pre- 
judgment as well as post-judgment remedy 
planning and other judgment enforcement 
requirements. Special training was given 
the JET pilots and space was provided in the 
USAO so the Marshals could work directly 
with the FLU. The project has been very 
successful in locating debtors, serving 
financial statements and interrogatories, and 
making the personal face-to-face contact 
which is essential in gaining or forcing 
cooperation from debtors. Within the first 
four months of the project, nearly $1.5 
million was collected due to the efforts of 
the Marshals. By the end of fiscal year 
1992, the project was expanded to 11 
Districts and, if funding is available, will be 
expanded into 18 Districts during fiscal year 
1993. This is one of the most cost-effective 
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initiatives operating in the Department of 
Justice today. 


EXECUTIVE OFFICE FOR 
UNITED STATES ATTORNEYS 


e During fiscal year 1992, EOUSA and 
the Office of Debt Collection Management 
piloted a project in the Northern District of 
Iowa to streamline the repayment process on 
debts owed the United States. A new debtor 
statement was developed which includes a 
payment coupon that the debtor detaches and 
mails with the payment to the Justice lock 
box bank. The bank sends notification of 
the payment directly to the Debt Accounting 
Operations Group in the Justice Management 
Division. The process relieves Financial 
Litigation Unit personnel of administrative 
functions, thereby allowing additional time 
to focus on enforcing judgments. Five addi- 
tional Districts were added to the pilot 
during the latter part of fiscal year 1992 
and 51 are scheduled to be added in 
calendar 1993. 


e An important project was piloted in 
three Districts beginning in fiscal year 1992 
on Affirmative Civil Enforcement (ACE). 
The sole purpose of ACE is to prosecute 
civilly those who defraud the government or 
who violate federal civil penalty statutes. 
The project is part of a heightened effort to 
recover the millions of dollars in taxpayers’ 
funds which are diverted every year through 
a host of fraudulent schemes against the 
government. Cases are prosecuted under the 
False Claims Act which provides that the 
United States is entitled to recover three 
times its damages and a civil penalty of 
$5,000 to $10,000 for each violation. Many 
significant collections have been in health 


care fraud (proper interp ~2tation and imple- 
mentation by hospitals of medicare/medicaid 
billing regulations), food stamp fraud (stores 
illegally accepting food stamps), and labor 
fraud (assuring that contractors are being 
paid appropriate wages on large federal 
construction projects). In most of these 
cases, funds were collected without filing a 
single lawsuit or drafting a single complaint. 
This pilot will be expanded into as many 
Districts as funding will allow during fiscal 
year 1993 and ultimately will be instituted 
nationwide. 


THE “DEADBEAT DOCTORS” CORNER 


e Under the National Health Service 
Corps Scholarship Program, individuals can 
receive grants from the Public Health 
Service during medical school for payment 
of tuition, fees, and a living stipend. In 
return, the doctor agrees to practice in 
medically underserved cominunities, such as 
remote rural areas, Indian reservations, or 
prisons, for each year they were supported 
in medical school. After they received their 
medical licenses, however, some of these 
doctors refused to practice where they were 
needed, and instead chose generally lucra- 
tive practices in more desirable communi- 
ties. The law allows the government to 
collect three times the medical school grant 
plus interest in damages f1om doctors who 
renege on their service obligation. These 
"Deadbeat Doctors" have become notorious 
in Financial Litigation Units across the 
country. Just some of the publicity 
surrounding the USAOs’ efforts to either 
collect or compel the doctors to serve 
follows: 
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"DEADBEAT DOCTORS RENEGING ON PLEDGES TO CARE FOR THE POOR" 
San Diego Union-Tribune (CA) 


"PHYSICIAN FACES FEDERAL LAWSUIT". . .Indianapolis News (IN) 


"U.S. CALLS OBSTETRICIAN A WELSHER" 
Greensboro News & Record (NC) 


"DOCTOR TO REIMBURSE U.S. FOR SCHOLA RSHIP" 
Providence Journal-Bulletin (RI) 


"FOR DEADBEAT DOCTORS, IT’S NOW A MATTER OF TIME". . . 
The Journal (MD) 


"U.S. SAYS DOCTOR BROKE PACT". . .Richmond News Leader (VA) 


"F.i1 YSICIAN SETTLES TUITION DEBT TO U.S." 
Washington Post (DC) 


"GOVERNMENT GOES AFTER ’DEADBEAT’ PHYSICIANS". . . 
Beacon Journal (OH) 


"U.S. TRIES TO COLLECT FROM DOCTORS WHO BREAK PROMISE 
TO SERVE POOR". . .Hartford Courant (CT) 


"CRACKING DOWN ON DEADBEAT DOCS". . Post-Star (NY) 


"1,000 DOCTORS U.S. PUT THROUGH SCHOOL ARE 
CALLED DEADBEATS". . .Saint Paul Pioneer Press (MN) 


"DOCTORS WHO RENEGE ON THEIR VOW TO SERVE". . . 
Philadelphia Inquirer (PA) 


"U.S. HUNTS FOR DEADBEAT DOCTORS". . .Chicago Tribune (IL) 


"OBSTETRICIAN DISMISSES DEBT, NOW FACES JUDGE"... 
Sanford Herald (NC) 


"DEADBEAT DOCTORS RENEGE ON PROMISE TO SERVE PUBLIC" 
The Oregonian (OR) 


"DEADBEAT DOCTORS LE/ VE MANY AREAS WITHOUT MEDICAL CARE" 
Sun Herald (MS) 
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“DEADBEATS A SORE SPOT IN MEDICAL PROGRAM" 
Indianapolis Star (IN) 


"DEADBEAT DOCTORS IGNORE OBLIGATIONS, 
FEDERAL OFFICIALS SAY". . . Tampa Tribune (FL) 


"PHYSICIAN AGREES HE OWES U.S. $65,534". . . 
Richmond Times Dispatch (VA) 


"53 SCHOLARSHIP-WINNING DOCS SUED". . .New York Newsday 


"JUDGE APPROVES SERVICE PLAN FOR 
INDEBTED M.D.". . .Providence Journal-Bulletin (RI) 


"D.C. SUITS SAY 7 DOCTORS FAILED TO REPAY LOANS". . . 
Washington Post (DC) 


"U.S. ATTORNEYS CRACK DOWN ON DOCTOR DUTY" 
St. Petersburg Times (FL) 


"TULANE GRAD MUST PAY $220,000 IN SCHOLARSHIP 
DISPUTE". . .Times Picayune (LA) 


"AGAWAM DOCTOR SUED FOR $300,000". . .Union-News (MA) 


"FEDERAL DEBT COLLECTORS PURSUE DELINQUENT 
DOCTORS". . .Syracuse Herald American (NY) 


"COVENTRY DOCTOR BLAMES FEDS FOR AID PLAN DEFAULT" 
Kent County Daily Times (RI) 
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e The U.S. Attorney's Office for the 
Middle District of Alabama received judg- 
ments on two doctors in fiscal year 1992. 
Due to their financial status and the amount 
of the judgments, $380,000 and $96,489, 
the Department of Health and Human Ser- 
vices has approved a site for one doctor to 
fulfill his obligation at a medical facility 
in North Carolina, where he is currently 
employed, and we are currently in the 
process of locating a site for the other 
doctor to complete his service obligation -- 
MD/AL. 


e Just to keep you up to date on the 
continuing saga of the "doctor cases," I have 
settled two cases and am about to settle a 
third. A fourth, in which we prevailed on a 
summary judgment motion, is on appeal in 
the Ninth Circuit -- ND/California. 


QUOTE 


e In this complex National Health 
Service Corps case, the office was 
confronted by a husband and wife team of 
doctors who had both defaulted on their 
NHSC obligations to serve in a medically 
underserved area. After pre-complaint 
negotiations proved unavailing, this office 
filed a complaint against both doctors, who 
responded with various counterclaims and 
voluminous discovery requests. This office 
responded with a lengthy summary judgment 
motion. Upon seeing the strength of the 
government’s case, the defendants both 
signed consent judgments in the amounts of 
$546,316 and $362,584 and agreed, in order 
to avoid execution upon the judgments, to 
provide their service at locations designated 
by the Department of Health and Human 
Services, thus effectuating the true purpose 
of the NHSC program -- SD/California. 


The Beacon Journal 
February 18, 1992 


Francisco. 


Tim Murphy 
Deputy Assistant Attorney General 


They’re medical draft dodgers. We need 
them in prisons, rural areas, inner cities 
and on Indian reservations.... But they 
want good skiing, golf courses, good 
hunting and nice places like San 
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ENCOURAGING VOLUNTARY COMPLIANCE 
THROUGH PUBLIC INFORMATION 


Financial Litigation Plans for all 
Departmental components and United States 
Attorneys’ Offices include an objective to 
enhance voluntary compliance through 
public awareness of DOJ’s collection efforts 
whenever appropriate. This is generally 
accomplished through press releases and 
news articles on notable cases and other 
significant activities highlighting successes 
in our financial litigation program. News 
on debt collection accomplishments featured 
in the print and broadcast media this year 
has been quite extensive, including: 


° A segment on 60 Minutes, the 
nationally broadcast news magazine 
on “Deadbeat Doctors." The 20- 
minute report by Mike Wallace 
included interviews of former United 
States Attorneys Lourdes Baird 
(Central District of California) and 
Henry Hudson (Eastern District of 
Virginia). Dr. Robert Harmon, 
Director of the Health Resources and 
Services Administration of the Public 
Health Service, pointed out that 
more than 20 million Americans live 
in underserved areas and _ this 
program is critical to provision of 
medical services in those areas. 


e A three-part series aired on WFTV 
regional news program in Orlando, 
Florida, on "Deadbeat Doctors." 
United States Attorney Robert 
Genzman and Assistant U.S. 
Attorney Rusty Nisbet (Middle 


District of Florida) were featured. The 
series highlighted the need for medical 
service provision in Middle Florida (42 
Clinics are in need of doctors in Middle 
Florida; 18 percent of the people in Florida 
have no medical insurance) and that approxi- 
mately 1,000 doctors across the country owe 
over $240 million for their medical 
scholarships. 


e A CNBC segment on a "Deadbeat 
Doctor" case successfully litigated 
by the Eastern District of New York. 
The doctor and officials of the Public 
Health Service were extensively 
interviewed. Payments toward the 
nearly $160 00 debt are now being 
paid by the doctor. 


e "The West," a regional televised 
news magazine of the West Coast, 
covered "Deadbeat Doctors." Acting 
U.S. Attorney Ken Melson (Eastern 
District of Virginia) and Assistant 
U.S. Attorney John Gisla (Eastern 
District of California) were 
interviewed. They stressed that 
pursuit of the doctors was intended 
to compel the doctors to meet their 
obligation through service due to the 
critical need for medical profes- 
sionals in the underserved areas. 
They also indicated that 96 percent 
of those who receive assistance do 
serve and fulfill their commitment. 


- 35 - 


A sampling of 1992 press clippings attesting to the level of public interest generated by 
our efforts included: 


"U.S. TO CRACK DOWN ON THOSE WHO 
OWE FINES". . .The Messenger, Fort Dodge, IA 


"UTC AGREES TO PAY $6 MILLION FOR ITS OPERATION 
ILL WIND ROLE". . . Washington Times (DC) 


"FEDERAL OFFICERS SELL JEROME PROPERTY - Miller Loses Farm but 
Buyer May Let Him Stay On". . . Times-News (ID) 


"WORCESTER FIRM SETTLES FOR $3.6 MILLION". . . 
Telegram & Gazette (MA) 


"CHAIR SUPPLIER SETTLES - U.S. to be Repaid in 
Billing Dispute". . .Cincinnati Enquirer (OH) 


"JUDGE OKs OIL-SPILL SETTLEMENT". . . 
Anchorage Daily News (AK) 


"FEDERAL PROSECUTORS OFFICES MAKE CRIME PAY". . . 
Wichita Eagle (KS) 


"FEDS STEPPING UP EFFORTS TO COLLECT CRIMINAL, 
CIVIL FINES". . .Sacramento Bee (CA) 


"U.S. TO FORECLOSE ON 131 FARMERS IN SOUTH DAKOTA" 
Argus Leader (SD) 


"SUPPLIER DENIES OVERCHARGING BUT PAYS 
$1 MILLION". . .Columbus Dispatch (OH) 


"SOMETIMES YOU DON’T HAVE TO LOOK FAR TO FIND 
HIDDEN MONETARY ASSETS". . .San Antonio Business Journal (TX) 


"DEFENDANT PAYS BACK $1.5 MILLION". . .Courier Democrat (AR) 
"GE TO PAY $69 MILLION IN FRAUD FINES". . .Cincinnati Post (OH) 


"AFTER CONVICTION, CRIME PAYS - Big Drug Dealer’s Thousands 
Shared Among Law Agencies". . .Star Ledger (NJ) 


"GOVERNMENT WON’T FORGIVE FINES, DEBTS". . .Beacon Journal (OH) 
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"TRACKING DOWN THE DEADBEATS". . .Miami Review (FL) 
"JUDGES BEGIN MAKING CONVICTS PAY PRISON COSTS". . .Legal Times 


"STATE RECEIVES MEDICAID FRAUD RESTITUTION PAY". 
Daily Oklahoman (OK) 


"CONVICTED FORMER OFFICER AT BANK FINED $125,000" 
Boston Globe (MA) 


"CRIME PROFITABLE AFTER ALL - FOR THE GOOD GUYS"... . 
Chronicle-Telegram (OH) 


"FEDS RAKE IN MILLIONS IN FINES". . .Charleston Daily Mail (WV) 
"NO-SMOKING SUIT SEEKS $3,000 FINE". . .Observer-Times (NC) 


"GUNS, CASH, VEHICLES WERE SEIZED AT HOME OF 
BINGO OPERATOR". . .Courier-Journal (KY) 


"HARSH LESSONS FOR ABUSERS OF STUDENT LOANS" 
San Diego Union-Tribune (CA) 


"COURT FREEZES MD’S ASSETS IN MEDICARE FRAUD CASE"... . 
Healthcare Magazine 


"EPA SEEKING "DEEPER POCKETS" IN LATEST SUIT 
AGAINST VERTAC". . .Daily Record (AR) 


"DUNN LAWYER FACING LITIGATION OVER STUDENT 
LOAN REPAYMENT". . .Dunn Daily Record (NC) 


"$37,000 AWARDED TO NORTH DAKOTA FOR CRIME VICTIM 
COMPENSATION". . .Mandan-Hidatsa-Arikara Times (ND) 


"NOT PAYING THEIR DEBT". . .Dallas Morning News (TX) 


"ALLIED REPAYS $1.5 MILLION". . . 
Scranton Tribune (PA) 


"OFFICE OPERATES AT LITTLE COST TO TAXPAYERS" 
Arkansas Democrat-Gazette 
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"MAKING THEM PAY, Student-Loan Pursuit Focuses 
on Professionals". . .Minneapolis Star-Tribune (MN) 


"TWO LOCALS ARE NAMED IN LOAN DEFAULT". 
Wilson Daily Times (NC) 


"LAWYER ORDERED TO REPAY LOAN". . .Billings Gazette (MT) 


"MILK FIRM FINED $7 MILLION FOR RIGGED BIDS". 
Lexington Herald-Leader (KY) 


"COURT CASES YIELD $9.2 MILLION". . .Daily Oklahoman (OK) 


"SO. OHIO TASK FORCE NETS $1M RECOVERY". . . 
National Health Care Anti-Fraud Association News! 


"FRAUD DISCOVERY BROUGHT PAIN". . .Cincinnati Enquirer (OH) 
"U.S. ATTORNEY COLLECTS $11.7 MILLION". . .Casper Star (WY) 


"FmHA FOCUSES ON DELINQUENT LOANS". . . 
Aberdeen American News (SD) 


"DOCTOR TARGET OF FEDERAL LAWSUIT". . .Cincinnati Post (OH) 


"GOVERNMENT: 400 TAR HEELS DEFAULT ON STUDENT LOANS". . . 
Observer-Times (NC) 


"U.S. ATTORNEY SAYS HER OFFICE PAID FOR ITSELF" 
Indianapolis Star (IN) 


"COLLEGE LOAN UNPAID? SUIT HAS YOUR NAME ON IT" 
Charlotte Observer (NC) 


"U.S. USING NEW LAW TO COLLECT ON DEBTS". . .Plain Dealer (OH) 


"JUDGE EXTENDS HIS FREEZE ON KILLER’S ASSETS". 
Knoxville News-Sentinel (TN) 


"WOBURN CONTRACTOR FACES FINE IN FEDERAL AIRCRAFT 
PARTS CASE". . .Boston Globe (MA) 
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COMPONENT ACHIEVEMENTS 


All of the components within the Department of Justice involved in financial litigation 
submitted their accomplishments and noteworthy achievements for fiscal year 1992 for this 
report. Those achievements are listed below. The data presented here has been edited only for 
space reasons. NOTE: Collection amounts provided by the components are preliminary figures 


for fiscal year 1992 and may be subject to change. 


ANTITRUST DIVISION 


e The Antitrust Division continues its 
timely and complete collection of civil 
penalties in fiscal year 1992. To date, the 
Division has not had an uncollectible civil 


penalty. 


° In fiscal year 1992, the Division col- 
lected over $35 million in civil penalties 
for 30 judgments. One settlement alone 
brought $27.8 million. This penalty was the 
highest single penalty collected to date by 
the Antitrust Division. The settlement 
involved a civil antitrust suit brought 
against Salomon Brothers in May 1992, 
alleging that Salomon and certain unnamed 
co-conspirators violated antitrust laws by 
entering into an agreement to coordinate the 
auction of U.S. Treasury bonds to adversely 
affect prices and rates for the notes. 


e Total civil penalties collected in 
fiscal year 1992 were 75 percent higher than 
in fiscal year 1991. 


e The Division implemented a proce- 
dure to facilitate inputting of information on 
criminal fines referred for collection. 
Certain code information is now provided 
with each referral. The codes can also 
facilitate requests for reports on fines 
collected by the various U.S. Attorneys 
Offices (USAQOs). 


BUREAU OF PRISONS 


During fiscal year 1992, the Inmate 
Financial Responsibility Program surpassed 
$64 million in total collections received 
since the program’s inception in 1987. 
Collections from Bureau facilities averaged 
$1 million per month. 


e During fiscal year 1992, participation 
rates remained at 88 percent, with 18,505 
inmates making active payments toward 
some type of court-ordered financial 
obligation. As of October 1, 1992, 34,040 
inmates have been identified as fully 
satisfying their obligation. 


e Collections from inmates through 
institutional earnings only were approx.- 
mately $2.4 million in fiscal year 1992. 
The average monthly payment for inmates 
making payments from institutional earnings 
was approximately $45 per month. 


e During National Crime Victim’s 
Week, Paul Horner, former Chief of the 
Inmate Financial Responsibility Program, 
Bureau of Prisons; Margaret Hambrick, 
Warden, FCI Lexington; and Doug 
Caulfield, Superintendent, FPC Eglin, 

honored at a ceremony in the Senate Judi- 
ciary Chambers for their outstanding 
contribution to debt collection efforts 
towards the Crime Victims Fund. This 
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followed attendance at a Rose Garden 
ceremony presided over by President Bush. 


CIVIL DIVISION 


During fiscal year 1992, the Civil 
Division obtained judgments and settlements 
totaling approximately $1.4 billion. 


e Civil Division attorneys successfully 
negotiated, on behalf of the REA, agree- 
ments restructuring approximately $749 
million in defaulted loans to rural electrical 
cooperatives. 


e Collections during fiscal year 1992 
were significantly greater than in recent 
years. Fiscal year 1992 collections resulting 
from the Civil Division’s financial litigation 
totaled $544 ,506,774. 


e Division attorneys, assisting the 
Criminal Division’s Asset Forfeiture Office, 
played a significant role in having $93 mil- 
lion in assets of a BCCI affiliate forfeited 
upon the ground that the affiliate was the 
alter ego of one or more of the convicted 
corporate defendants in the criminal case 
against BCCI. 


e Civil Division attorneys assisted the 
Office of Thrift Supervision in negotiating a 
$41 million settlement of claims against_the 
New York law firm of Kaye, Scholer, 
Fierman, Hays & Handler, arising out of the 
firm’s representation of the failed Lincoln 
Savings & Loan Association. 


e The Civil Division concluded a $71 
million settlement of HUD claims against 
real estate partnerships in five related 
Chapter 11 bankruptcy cases. $8.7 million 
was paid in July 1992. 


° In consumer litigation cases, the 
Division recovered over $11 million, includ- 
ing civil penalties, criminal fines, and other 
awards. The Civil Division was assisted by 
various USAQOs in a number of these cases. 


e During fiscal year 1992, the Civil 
Division obtained awards of over $258 mil- 
lion resulting from judgments and settle- 
ments in civil fraud cases including the 
following: 


- Qui tam litigation produced a 
record $139 million. Realtors’ 
shares totaled $13 million; the 
government received $112 million. 


- In one gui tam suit, Civil Division 
attorneys, in cooperation with the 
U.S. Attorney’s Office (S.D. Ohio), 
concluded a $59.5 million settlement 
with General Electric Co., resolving 
fraud claims arising out of the 
Foreign Military Sales Program. 
The Division’s share of the settle- 
ment was $22.3 million, which has 
been paid. 


- In another gui tam suit, the Civil 
Division concluded a $55.5 million 
settlement with Bicoastal Corp. and 
CAE-Link Corp. to resolve defective 
pricing charges involving over 100 
Department of Defense contracts. 
The Civil Division collected $45.2 
million. 


- The Division obtained substantial 
recoveries in a number of other 
Department of Defense fraud cases: 
$8 million from General Dynamics 
Land Systems, Inc., in a defective 
pricing case involving Army 
contracts; and $4 inillion from 
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United Technologies in a _ case 
arising from the Operation Ill 
Wind investigation. 


- Civil Division attorneys, in 
cooperation with the U.S. Attorney’s 
Office (S.D.N.Y.), the Antitrust 
Division, and the SEC, concluded a 
$290 million settlement with 
Salomon Brothers, Inc., on claims 
arising out of improper bidding in 
Treasury auctions. The Civil 
Division’s share is $13 million. 


- The Division also concluded a 
number of substantial settlements 
involving frauds upon the General 
Services Administration. These 
settlements totaled over $26 million, 
including a $15 million settlement of 
procurement fraud claims against the 
Motorola Computer Systems, Inc. 


- Recoveries obtained by the 
Division in Medicare and other 
health care-related fraud cases 
exceeded $10 million. 


- In a civil fraud action against a 
trade school and its principals, Civil 
Division attorneys, using the new 
Federal Debt Collection Procedures 
Act, obtained a prejudgment attach- 
ment of over $6 million worth of 


property. 
CIVIL RIGHTS DIVISION 


Did not report. 


CRIMINAL DIVISION 


e Criminal fines and assessments 
obtained by Criminal Division prosecutors 
are reported through individual U.S. 
Attorneys’ Offices. 


DEBT COLLECTION MANAGEMENT 
JUSTICE MANAGEMENT DIVISION 


e The Office of Debt Collection 
Management (DCM) coordinated collection 
activities of Department components, which 
resulted in $862 million, in cash, being 
collected on civil debts and criminal fines in 
fiscal year 1992. This is the largest amount 
of cash ever collected by this Department in 
a single fiscal year since we began keeping 
such statistics in fiscal year 1982. When 
added to the cash collected in fiscal years 
1982 through 1991, this brings this Depart- 
ment’s cash collections figure to a total of 
$5.3 billion for the past eleven fiscal years. 


e During fiscal year 1992, DAOG 
processed 141,406 financial transactions, 
including 55,640 payments from inmates in 
the Bureau of Prisons Inmate Financial 
Responsibility Program, and 11,385 pay- 
ments from the IRS in the Income Tax 
Refund Offset Program. DAOG also 
coordinated some 291 electronic trans- 
missions of $836.5 million from various 
debtors to the lock box bank and on into the 
Treasury. 


e On the first day of fiscal year 1992, 
DCM’s Nationwide Central Intake Facility 
(NCIF) began receiving bankruptcy referrals 
from our agency clients for the first time, 
and, during the fiscal year, it processed a 
total of 5,979 bankruptcy referrals valued at 
$539,020,263. This represents the first time 
that any such data on the number and dollar 
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value of bankruptcies filed by federal 
debtors has been compiled and illustrates the 
potential loss to the federal government 
from bankruptcy discharges by its debtors. 


e During fiscal year 1992, the NCIF 
received and processed a total of 29,780 


debts from our client agencies valued at 
$1,320,818,613. 


e During fiscal year 1992, the seven 
federal judicial districts participating in 
the private counsel pilot project received a 
total of 8,759 debts, or 29 percent of all of 
the NCIF referrals for all 94 districts. 
These referrals for the pilot districts were 
valued at $99,492,810, or 7.5 percent of all 
referrals for all of the USAOs. 


e During fiscal year 1992, DCM 
devised, tested, and implemented the Debt 
Alert Interactive Voice Response System 
(DAIVRS), an automated system to enforce 
the debarment provision of the Federal Debt 
Collection Procedures Act of 1990, U.S.C. 
§ 3201(e). DAIVRS permits lending 
officers at any federal agency, using a 
touch tone telephone, to determine from a 
computerized data base at the NCIF whether 
an applicant for federal financial assistance 
has not yet paid an outstanding judgment for 
federal financial assistance the applicant 
received in the past. For the first time, 
DAIVRS made such data on applicants for 
federal financial assistance available to 
lending agencies and institutions on a 
government-wide basis. 


e During fiscal year 1992, DCM, in 
cooperation with EOUSA, set up an auto- 
mated system to run a current credit report 
on every individual debtor whose debt was 
referred to the NCIF. These credit reports 
were forwarded to the U.S. Attorney, or the 


private counsel, to whom the debt was refer- 
red for litigation, to help locate the debtor 
and evaluate the debtor’s ability to pay the 
debt. 


e During fiscal year 1992, DCM and 
EOUSA implemented a pilot project in the 
Northern District of Iowa that will relieve 
the Financial Litigation Units (FLUs) in all 
USAOs of the time-consuming and labor- 
intensive work involved in processing the 
thousands of checks they receive every 
month from debtors making monthly pay- 
ments on their debts. These new procedures 
will route debtor checks directly to our lock 
box in a bank in Atlanta, and DAOG will 
transmit data on the payments received to 
the FLUs, so that the FLU personnel will no 
longer have to process such payments 
manually. 


ENVIRONMENT AND NATURAL 
RESOURCES DIVISION 


CASES AND MATTERS 


e On September 30, 1992, the Division 
had 15,003 pending cases and matters, 
including 789 cases on appeal. There were 
3,446 new cases received during the year, 
and 5,557 cases closed. 


e During fiscal year 1992, 1,605 civil 
and criminal cases were filed (both defen- 
sive and affirmative), including 421 condem- 
nation proceedings and 298 Environmental 
Enforcement cases. 


ENTS AND SETTLEMENT 


e During fiscal year 1992, awards in 
civil affirmative litigation produced over 
$354.2 million in debts owed the United 
States. This included $192.2 million in 
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Superfund cost recovery (exclusive of 
interest); $60.3 million in civil and 
stipulated penalties (the largest figure 
ever reported) of which $1.3 million was 
awarded in citizen enforcement suits; $47.7 
in natural resources damages; $23.5 million 
in cost recovery to the Corps of Engineers 
for a construction project in the State of 
Oklahoma; $16 million in uncollectible 
penalties in fire suppression and surface 
mining cases; $9.5 million in_ interest, 
attorneys’ fees, court costs, damages and 
royalty payments; and $5 million in damages 
awarded to the United States on behalf of 
various Indian tribes for destruction to 
Indian tribal lands. An additional sum of 
$875.5 million was awarded jointly to the 
United States and the State of Alaska for 
natural resources damages resulting from the 
Exxon Valdez oil spill; and $10.5 million 
was awarded to various states in penalties, 
interest, cost recovery, and damages. This 
represents a grand total of $1.2 billion in 
awards for civil affirmative litigation. 


e For criminal cases handled in the 
Environmental Crimes and Wildlife and 
Marine Resources Sections, a total of 
$163.3 million in fines, restitution, and 
special assessments was rendered in fiscal 
year 1992, including $125 million ($50 
million is owed to the State of Alaska) 
which was awarded in the Exxon Valdez 
litigation. In addition, there were 244 
indictments/informations filed, 144 
pleas/convictions, and 85 years’ incar- 
ceration time imposed (including supervised 
release time). 


COLLECTIONS 


e Debts collected by in-house staff and 
client agencies for fiscal year 1992 totaled 
$180.1 million (civil and criminal), com- 
pared with fiscal year 1991 collections of 
$104.1 million. This represents an increase 
in staff and agency collections of $76 
million. 


e Debts collected by in-house staff for 
fiscal year 1992 amounted to $89.5 million 
(civil and criminal), compared with fiscal 
year 1991 collections of $5.7 million. Of 
that amount, $24.5 million was collected for 
natural resources damages in the Exxon 
Valdez civil litigation, and $63 million was 
collected in criminal fines and restitution in 
the same case. 


e Agency collections of Environment 
Division debts for fiscal year 1992 amounted 
to $90.6 million (civil and criminal), com- 
pared with fiscal year 1991 agency collec- 
tions of $98.4 million. Agency collections 
in Superfund litigation have decreased in 
light of the new lock box policies which 
went into effect March 2, 1992. Under the 
new policy, the USAOs have assumed 
responsibility for collections of monies due 
on or after this date. 


SIGNIFICANT CASE RESULTS 
Civil Litigation 


@ United States v. Exxon Corporation 
and Exxon Shipping Company (D. AK) -- 
On October 8, 1991, the United States 
District Court for the District of Alaska 
entered the consent decree settling the 
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United States’ claims for violations of the 
Clean Water Act in conjunction with the 
massive Exxon Valdez oil spill in Alaska’s 
pristine Prince William Sound in 1989. 
Under the agreements, the defendants are 
required to pay a total of at least $900 
million to the United States and the State 
of Alaska, to reimburse all of the govern- 
ments’ cleanup and damage assessment costs 
and to restore, replace, or acquire the 
equivalent of the natural resources affected 
by the spill. This amount will be paid over 
ten years, reflecting the governments’ 
expectation that the restoration will require 
many years of effort. The decree also 
contains a "reopener" provision requiring 
Exxon to pay up to an additional $100 
million to the governments for restoration 
of presently unknown and_ unanticipated 
injury to populations, species, or habitats. 
The decree further requires Exxon to per- 
form any oil spill cleanup work remaining to 
be done in accordance with the govern- 
ments’ direction. To date, Exxon has paid 
the initial $90 million due under the civil 
decree. 


. United § M Chemical 
Corp. (C.D. CA) -- On August 10, 1992, 
counsel for the parties settled the liability 
of over 150 local government entities in this 
action. The litigation was brought on behalf 
of federal and state natural resource trustees, 
seeking damages under Section 107(a)(4)(c) 
of the Comprehensive Environmental 
Response, Compensation and Liability Act 
(CERCLA) for injury to natural resources 
from DDT and PCB contamination in the 
ocean near Los Angeles. The suit also 
includes a second claim for relief brought by 
the United States on behalf of EPA for 
response costs in connection with the 


Montrose Chemical Corporation Plant Site, 
an NPL-listed Superfund site. Under the 
proposed consent decree, these entities will 
pay the trustees $42.4 million for natural 
resources damages in five installments over 
the next four years. They will also make 
one $3.5 million payment to EPA for 
response costs at the site. 


© —- Multi-Industry Enforcement Initiative 
-- In September 1992, the Environmental 
Enforcement Section participated in a joint 
EPA/DO}J initiative against three industries 
found by EPA to have the highest incidence 
of noncompliance with environmental 
statutes. Thirteen separate civil judicial 
cases in eleven states were filed and/or 
settled with pulp and paper manufacturers 
and metal manufacturers and smelters. The 
final component, involving organic metals 
manufacturers, was entirely administrative 
and handled by EPA. The total money 
recovered thus far amounts to $5.8 million. 


e In re National Gypsum Co, (Bankr., 
N.D. TX) -- On May 28, 1991, the United 


States filed a proof of claim in this 
bankruptcy action to recover past costs and 
natural resources damages associated with 
seven facilities at which National Gypsum 
was an owner, generator, or operator. The 
United States recovered $850,000 for five 
facilities in which National Gypsum had 
minimal involvement. As to the two 
remaining operable sites, the Environmental 
Enforcement Section had its first estimation 
hearing in bankruptcy which culminated in 
the resolution of EPA past and future 
response costs and natural resources 
damages and an award of $9.7 million. In 
addition, National Gypsum has agreed in 
principle to include in its reorganization 
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plan an additional million dollars in 
unsecured claims for one of the sites and 
to pay $2 million in cash and allow an 
additional unsecured claim in the amount of 
$10 million for the other site. A settlement 
is now being finalized. 


@ United States _v. Dexter Corp. 
(D. CT) -- On September 3, 1992, the 
United States lodged a consent decree 
providing for payment of $9 million in civil 
penalties and injunctive relief to resolve 
pending Clean Water Act and Resource 
Conservation and Recovery Act (RCRA) 
claims against Dexter Corporation, Windsor 
Locks, Connecticut. Of the $9 million civil 
penalty, $7.2 million will be paid for the 
Clean Water Act violations and $1.8 million 
will be paid for the RCRA violations. The 
$7.2 million Clean Water Act penalty is the 
highest penalty to be paid for violations 
under this statute. 


e ni Vv 

(D. MA) -- On September 4, 1992, the 
United States lodged the final settlement in 
the long standing AVX litigation. The final 
consent decree in the New Bedford Harbor 
Superfund litigation is with the remaining 
two defendants, Federal Pacific Electric 
Company (FPE) and Cornell-Dubilier Elec- 
tronics, Inc. (CDE). Under the terms of 
this final settlement, FPE and CDE will pay 
$21 million to the United States, on behalf 
of EPA, the National Oceanic and Atmos- 
pheric Administration (NOAA), and the 
Commonwealth of Massachusetts. In com- 
bination with two prior agreements nego- 
tiated by the United States in this case, the 
governments are recovering approximately 
$106 million toward cleanup and restoration 
of the Harbor. 


e United _States__v. JMB/Urban 
Development Co,, et al, (S.D. OH) -- The 
United States sued one of the Nation’s 
biggest real estate development companies, 
alleging that it had filled or otherwise 
damaged approximately 37 acres of wet- 
lands, without obtaining the permit required 
by Section 404 of the Clean Water Act in 
connection with a planned shopping mall in 
Columbus, Ohio. The decree provides for 
JMB to create 75-80 acres of high-quality 
wetlands at a site near the violation area, 
which will be maintained by the local school 
district as an educational opportunity for 
school children. In addition, JMB must pay 
$200,000 in civil penalties -- one of the 
highest figures ever assessed in a wetlands 
case in EPA’s Midwest Region. (It should 
be noted that six-figure civil penalties are 
rare in wetlands enforcement.) 


e United States v. Krilich (N.D. IL) -- 
The United States entered into a consent 
decree against another large developer who 
filled several acres of wetlands at two 
separate sites in the Chicago suburbs for a 
golf course and other construction projects. 
The violator in this case agreed to restore 
some of the disturbed wetlands, and where 
restoration was not feasible, to "mitigate" 
wetlands loss by creating or enhancing other 
wetlands at a very favorable ratio of two 
"mitigation" acres for every acre lost. 
Pvrrther, Krilich will pay one of the larger 
_-. « jes recorded in this EPA Region for a 
sec''on 404 violation -- $185,000. 


General Litigation 


e National Coal Association v. Lujan 
(D. CO) -- On February 28, 1992, a district 
court affirmed Interior’s interpretation of 
what constitutes "gross proceeds" for pur- 
poses of computing the royalty payment that 
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is owed to the United States for minerals 
that are produced on federal land. In this 
One dispute, that favorable ruling resulted in 
the payment of an additional $32 million in 
royalties. Because the decision affects other 
lessees as well, it is a very significant 
ruling. 


Indian Litigation 


(W.D. WI) -- On May 11, 1991, the United 
states District Court for the Western District 
of Wisconsin entered judgment in favor of 
the United States, and against Jenna Cor- 
poration of Wisconsin and Glenn V. Corrie 
for nearly $2 million. The defendants had 
entered into a gambling management con- 
tract with the Wisconsin Winnebago Tribe, 
hut had failed to procure approval of the 
contract by the Secretary of the Interior as 
required by 25 U.S.C. 81. Under the 
statute, contracts with an Indian Tribe that 
are not approved by the Secretary of the 
Interior are "null and void" and all money 
paid to the non-Indian contractor may be 
recovered by the United States for the 
Tribes. The amount recovered represents 
the monies Jenna Corporation had taken out 
of the gaming operation since May 5, 1990. 


© —- United States o/b/o Torres-Martinez 
ission Indi v.__Imperi 
istri h l 
Water District (S.D. CA) -- On August 25, 
1992, the Federal District Court in San 
Diego, California, issued a final judgment 
ordering defendant Imperial Irrigation 
District to pay to the United States, as 
trustee for the Torres-Martinez Band of 
Mission Indians, damages totaling $2.8 
million, and defendant Coachella Valley 
Water district to pay damages totaling 


$212,908. In this iawsuit, which culminated 
in a three and one-half week trial in June 
1992, the United States asserted that the two 
irrigation districts wrongfully had flooded 
Indian trust lands located within the Torres- 
Martinez Indian Reservation for decades by 
virtue of their discharges of previously 
stored waters into the Salton Basin. 
Defendant Imperial Irrigation District has 
filed motions for a new trial and to amend 
the judgment. 


Criminal Litigation 


e United States v. Exxon Corporation 

XX hippi (D. AK) -- 
The Environmental Crimes Section, together 
with an Assistant United States Attorney for 
the District of Alaska, represented the 
United States in the prosecution of the 
Exxon Corporation and Exxon Shipping 
Company, for criminal vioiations arising out 
of the oil spill of the Exxon Valdez, when it 
ran aground in Prince William Sound on 
March 24, 1989. The parties entered into a 
plea agreement and consent decree on 
March 22, 1991, which was then rejected by 
District Judge Holland on April 24, 1991. 
Thereafter, the parties continued preparing 
for trial. The parties then entered into a 
second plea agreement which was approved 
by Judge Holland on October 8, 1991. 
Exxon Corporation pled guilty to one count 
of the Migratory Bird Treaty Act (MBTA). 
Exxon Shipping Company pled guilty to 
counts under the Clean Water Act, the 
Refuse Act and the MBTA. At the time of 
the plea, Judge Holland sentenced the 
defendants in accordance with the plea 
agreement, which provided for combined 
criminal and civil fines, penalties and other 
recovery totaling $1.1 billion, of which 
$125 million constituted criminal penalties 
and restit ‘tion. 
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© = United States _v. Rockwell Inter- 
national (D. CO) -- Rockwell International 
Corporation pled guilty on March 26, 1992, 
to a ten-count information charging four 
felony counts under RCRA (illegal storage 
and treatment of hazardous wastes generated 
at DOE’s Rocky Flats’ nuclear weapons 
facility), one felony Clean Water Act count 
(knowing discharge of pollutants in violation 
of a permit), and five misdemeanor Clean 
Water Act counts (negligent discharge of 
pollutants in violation of a permit). On 
June 1, 1992, Judge Finesilver accepted a 
plea agreement and sentenced Rockwell in 
accordance with the agreement to $18.5 
million in criminal penalties; $2 million 
of the criminal fine is to be remitted in 
consideration of payment of that amount to 
the State of Colorado to settle state claims 
against the company in connection with 
Rockwell’s operation of Rocky Flats. 


° United States v. U.S, Sugar (S.D. 
FL) -- In December 1991, U.S. Sugar, Inc., 
pled guilty to an eight-count RCRA felony 
information (six counts of illegal disposal of 
hazardous wastes and two counts of illegal 
transportation of ignitable waste). On 
February 3, 1992, pursuant to a plea agree- 
ment filed on December 10, 1992, U.S. 
Sugar was sentenced to a fine of $3.7 
million plus an assessment of $1,600. 


e United States v. Chevron U.S.A., 
Inc. (C.D. CA) -- A criminal information/ 
plea agreement and civil consent decree 
were filed on May 18, 1992. Chevron pled 
guilty to 65 misdemeanor counts under the 
Clean Water Act for the unauthorized 
discharge of oil and grease wastes and 
sandblasted paint wastes from the Chevron 
Oil Drilling Platform Grace in the Santa 
Barbara Channel of Ventura. The guilty 
plea also included the illegal dilution of 


wastewater prior to ,*quired sampling, 
concealment of test results through selective 
sampling, and the bypassing of wastewater 
treatment equipment. | Under the plea 
agreement Chevron agreed to pay a fine of 
$6.5 million and under the consent decree it 
agreed to pay a civil penalty of $1.5 million, 
as well as agreeing to stipulated penalties for 
any future violations. 


a United S Pacific E ; 
(D. WY) -- On January 22, 
1992, Pacific Enterprises entered a guilty 
plea to eight misdemeanor counts under the 
Federal Land Policy Management Act for 
illegal disposal of hazardous waste, 
chemicals, and drums at three oil fields 
leased from the Federal Government. The 
company agreed to a $1.6 million f' > and 
restitution by the conveyance of 1,000 S 
of land along the Green River to the Federal 
Government. The company was also 
ordered to submit audits regarding the rest 
of its land concerns in Wyoming, to bring 
other fields into compliance, and to pay the 
cost of cleanup and remediation. 


© United States v. Baytank, etal. (S.D. 
TX) -- On March 23, 1992, guilty pleas by 
Baytank and three individual defendants 
were accepted by Judge Lynn Hughes, and 
$1.1 million in penalties were imposed 
against the defendants. Pursuant to the 
plea agreement, Baytank was sentenced to a 
$1 million fine for six Clean Water Act 
violations which occurred between 1983 
and 1986, and one CERCLA conviction for 
failure to report the release of a hazardous 
substance. Former Executive Vice- 
President, Havaar Nordberg, and Roy 
Johnsen, Baytank’s operations manager, 
were each sentenced to a $40,000 fine for 
their guilty pleas to two Clean Water Act 
violations. Donald Gore, Baytank’s 
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technical manager, was sentenced to a 
$20,000 fine for one Clean Water Act 
violation. 


Appeals 


© —_ Mesa Operating Limited Partnership 
vy. Department of the Interior (Sth Cir.) -- 
Here, the court of appeals upheld the 
Secretary of the Interior’s methodology for 
calculating the amount of royalties payable 
to the Federal Government for natural gas 
produced on federal land. In the short term, 
Interior has informed us that this decision 
will mean an additional payment by the 
lessees to the Treasury of some $500 million 
in royalties. Over time, the payments are 
certain to be even greater because of the 
many producing leases on federal land. 


@ — Matter of Penn Central Transporta- 
tion Company (3rd Cir.) -- In this dispute 
over allocating the costs for cleaning up a 
PCB-contaminated rail yard, the court of 
appeals held that a reorganized cc poration 
could be liable for the activities of its 
predecessor corporation, even though the 
bankruptcy court had discharged the debts of 
the bankrupt corporation. By adopting the 
government’s view of liability, the court has 
made it more difficult to invoke the pro- 
tection of the bankruptcy court as a bar to 
finding liability for acts that occurred prior 
to bankruptcy but could not have been pre- 
sented to the bankruptcy court. As a result, 
reorganized entities are expected to pay 
substantial sums to reimburse EPA for costs 
that it expended to clean up hazardous waste 
sites. 


EXECUTIVE OFFICE FOR 
UNITED STATES ATTORNEYS 


° The Financial Litigation Staff (FLS) 
in the Executive Office for U.S. Attorneys 
finalized a Memorandum of Understanding 
(MOU) between the Department of Justice 
and the Environmental Protection Agency 
regarding the payments by defendants who 
have been sued on causes of actions involv- 
ing violations of the environmental protec- 
tion laws. The MOU payments’ which 
involve the Superfund being sent through the 
Department of Justice lock box so that the 
USAOs will receive credit for those 
payments. 


v FLS explored provisions for getting 
Sentry terminals (informational centers to 
check on the whereabouts and other infor- 
mation involving those convicted of crimes) 
in selected USAOs. The exploration is 
ongoing. 


e FLS assisted with the production of 
a Special Assistant United States Attorneys’ 
Manual to be used by SAUSAs in working 
with the Department of Justice on various 
financial litigation. 


e FLS instituted a working group/ 
steering committee of AUSAs from several 
USAOs to guide and promote affirmative 
civil litigation and to assist in developing 
forms, publications and network assistance 
for all USAOs. The committee produced an 
Affirmative Civil Litigation Manual which 
was distributed to all USAOs at the Affir- 
mative Civil Enforcement conference in 
Columbia, South Carolina, in July 1992. 
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e FLS determined the cost to collect 
debt and to enforce civil monetary penalties 
in the USAOs and compared that cost to the 
cost of private counsel in collection of 
Veterans Administration overpayments and 
Department of Education student loans. 


e FLS had the Bureau of Prisons 
pamphlet What You Need to Know About 
Your Criminal Debts translated into 
Spanish for use by prison inmates in giving 
them information on their criminal fines and 
assessments. 


e FLS assisted in and coordinated the 
implementation of Financial Litigation Plans 
for each of the 94 United States Attorneys. 


e FLS monitored the pilot projects on 
affirmative civil monetary enforcement in 
the Western District of New York, the 
Middle District of Pennsylvania, and the 
Central District of California to concentrate 
on affirmative civil enforcement. 


® FLS cooperated with HUD in imple- 
menting a Memorandum of Understanding 
between HUD and the Department in the 
USAOs beginning to litigate judicial 
forfeitures involving HUD single-family 
mortgage foreclosures. 


e FLS and the U.S. Attorneys con- 
tinued to serve on the Department of 
Justice/Federal Judiciary Criminal Fines 
Task Force. The task force addresses 
criminal fine collection problems and seeks 
to coordinate corrective actions between the 
executive and judicial branches of govern- 
ment. During the past year, the task force 
has continued to focus on the establishment 
of the National Fine Center and on sup- 
porting joint AUSA/probation officer 
training and training judges on fine and 


restitution enforcement issues. FLS worked 
closely with AOUSC in drafting and review 
of informational materials distributed to the 
federal judiciary. 


® FLS and the U.S. Attorneys have 
worked with AOUSC in the implementation 
of the National Fine Center in 17 pilot 
districts. | This has involved drafting 
standard letters to criminal debtors, 
interpreting criminal fine collection laws, 
reconciling records in the USAOs with those 
of the federal district court and reviewing 
computer systems and software. 


e EOUSA participated BOP’s training 
program of Inmate Financial Responsibility 
Program Coordinators. EOUSA representa- 
tives alerted the coordinators to those areas 
which require close communication with 
USAOs and instructed them on the criminal 
fine and restitution laws. Seven BOP 
Federal Corrections Institutions conducted 
multi-district training with funding provided 
from the Debt Collection Activity Fund. 


e FLS provided assistance to the 
Districts of Arizona, Western Arkansas, 
Central California, District of Columbia, 
Middle Florida, Middle Georgia, Western 
Louisiana, Northern Oklahoma, Oregon, 
Middle Tennessee, Western Texas, Eastern 
Wisconsin, and the Virgin Islands, through 
the Financial Litigation Assistance Program. 
FLS also provided a Regional Financial 
Litigation Specialist to the D.C. Office for 
assistance. 


e FLS has agreed to accept bulk Sentry 
requests using PROMIS-generated printouts 
to support efforts by the Districts of 
Western Texas and Eastern Louisiana to 
strengthen their criminal fine collection 
programs. 


- 49 - 


e FLS distributed forms for enforce- 
ment of criminal debts, utilizing the super 
lien provisions of Title 18 and the enforce- 
ment provisions of the FDCPA. 


e FLS sent the pamphlet What You 
Need to Know About Your Criminal 
Debts on criminal monetary impositions 
to BOP and to AOUSC for distribution to all 
prison facilities and to all probation offices. 


e FLS presented proposed policy on 
the remission of assessments imposed 
against indigent, illegal aliens to the 
Financial Litigation Subcommittee, which 
recommended them to the AGAC and the 
policy was instituted. 


e FLS redesigned its quarterly bank- 
ruptcy newsletter which is now entitled In 
Bankruptcy. This publication will have an 
upgraded appearance. It will continue to 
have a periodic "Briefcase" supplement of 
recent bankruptcy case law developments for 
government attorneys, and to report on 
legislation, upcoming training, and legal 
issues. The newsletter’s circulation has 
more than doubled in the past year, and 
recipients include attorneys in agencies and 
in other divisions of the Department of 
Justice. 


e FLS has compiled materials, 
including two monographs on bankruptcy 
fraud, which are used in the bankruptcy 
fraud training seminars. 


e A bankruptcy case law supplement 
was added to the newsletter for the first 
time. 


e The first bankruptcy practitioners’ 
directory was compiled and distributed. 


* A Financial Litigation Units directory 
has been produced and updated quarterly. 


e The FLS utilized the entire Debt 
Collection Activity Fund (DCAF) to provide 
and expand the services provided for the 
FLUs. 


e Through the use of the DCAF, the 
FLS increased the FLUs’ use of contractors 
for searches for the property of debtors. 


e FLS supported the FLUs in having 
25 meetings with their civil agency clients 
during the fiscal year. 


e FLS distributed the GAO monograph 
on public record searches to the attendees at 
its training sessions. 


e FLS worked with the Fraud Section 
of the Criminal Division, the federal law 
enforcement agencies and the bank regu- 
lators on a Memorandum of Understanding 
for FIRREA forfeiture cases. 


e FLS placed the criminal restitution 
debts owed to the Resolution Trust Corpora- 
tion and the Federal Deposit Insurance 
Corporation on the IRS offset program in 
order to more effectively collect restitution 
from the defendants who owe debts to the 
RTC and FDIC. That will increase the 
criminal debt balance by approximately $130 
million but will greatly serve the United 
States. 
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IMMIGRATION AND 
NATURALIZATION SERVICE 


e In January 1992, a debt collection 
accountability element was incorporated into 
the Performance Work Plans for INS 
District Directors and Chief Patrol Agents, 
establishing debt collection as an INS-wide 
priority. 


e In July 1992, Mr. Rick Marks was 
appointed the first INS Director of Debt 
Management, and he is coordinating all 
aspects of the INS debt collection program 
to enhance its efficiency and effectiveness. 


e During fiscal year 1992, INS Head- 
quarters and Regional attorneys met with the 
representatives of and attorneys for two 
major insurance companies to discuss key 
issues and problems in the area of breached 
surety appearance bonds. 


e An INS fiscal year 1992 legislative 
initiative was enacted into law and will 
allow INS to keep some of the monies 
collected from breached bonds to enhance 
our collection efforts. 


e Development progressed _satis- 
factorily in fiscal year 1992 on the two new 
INS-wide automated computer debt collec- 
tion systems. The Bond Managemei 
Information System (BMIS), developed to 
track all INS bonds through all stages of 
their life, is scheduled to begin acceptance 
testing in November 1992, and implemen- 
tation in January 1993. The Debt Collection 
System (DCOS), developed to track all types 
of INS debt from their creation to final 
payment or resolution, is scheduled to begin 
acceptance testing in January 1993, and 
implementation in March 1993. 


TAX DIVISION 


e The Tax Division secures hundreds 
of millions of dollars annually in favorable 
judgments and settlements in the litigation it 
conducts. Acting on behalf of the IRS, the 
Division effects collection of delinquent 
taxes by foreclosing tax liens, setting aside 
fraudulent conveyances, defending adminis- 
trative levies and bringing suits to reduce 
tax assessments to judgment. 


e In recent years, the Tax Division has 
intensified its efforts in collecting amounts 
owed to the United States. The results have 
been encouraging: Tax Division debt collec- 
tions, including direct payments to the IRS, 
have increased ten fold (from $29 million in 
1989 to $305 million in 1992) over the last 
three years. But these figures tell only part 
of the story. During fiscal year 1992, the 
Tax Division also obtained affirmative judg- 
ments and settlements worth in excess of 
$340 million. 


e Many of the Division’s successes 
occurred in the U.S. Bankruptcy Courts. 
For example, In_re Drexel, Burnham, 

m ion, the Tax Division 
assembled, on short notice, a team of over 
20 attorneys, who dedicated approximately 
3,000 attorney hours to this complex case. 
Ultimately, these extraordinary efforts 
produced a highly favorable settlement, 
which will bring over three hundred million 
dollars into the Federal Treasury. Overall, 
during the past year, Civil Trial attorneys 
handled approximately 40,000 bankruptcy 
cases in which taxes were owed the United 
States, including the mega-bankruptcies of 
such companies as Campeau (Federated 
Department Stores), Greyhound Lines, 
Trans World Airlines, Continental Airlines, 
Revco, Financial Corporation of America, 
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Placid Oil Company, Hillsborough Holding 
Co., and Windsor Properties. 


e The Tax Division’s Civil Trial 
attorneys also took dramatic action in the 
U.S. District Courts to collect federal 
revenues. In one major victory in a collec- 
tion case, Civil Trial attorneys negotiated 
settlements with notorious inside traders, 
Dennis Levine and Robert Wilkis. Levine 
and Wilkis will pay over $14 million in 
taxes owed on unreported income they 
derived from their insider trades during 
the 1980s. And, in Towe v, United States, 
Civil Trial attorneys convinced the district 
court to rule that the IRS had properly 
levied on 91 antique Ford automobiles to 
collect over $5 million in tax delinquencies 
owed by Edward Towe, a prominent 
Montana businessman. Towe Antique Ford 
Foundation, an entity whose tax-exempt 
status was recently revoked, unsuccessfully 
claimed that Mr. Towe had donated the 
antique automobiles to it in 1981. 


UNITED STATES MARSHALS SERVICE 


e Beginning in May 1992, the U.S. 
Marshals Service began a one-year financial 
litigation pilot project (the Judgment 
Enforcement Team or JET pilot) in six U.S. 
Attorney Districts to identify, clear, and 
recover debts owed the United States. 
Special training was conducted in debt 
collection law and procedures and now it is 
just as likely to find a Deputy Marshal 
checking credit bureau files, state motor 
vehicle and unemployment records, county 
and city court records, and other govern- 
mental and commercial data base records as 
locating fugitive felons in those seven 
districts. Where the U.S. Attorneys have in 
the past run into difficulty in terms of 
finding assets and making collections, the 
JET pilots have been very successful. In the 
first four months of the project, over $1.2 
million was collected due to the Marshals’ 
efforts. Investigations conducted by the 
Marshals also resulted in "no asset" 
determinations, thereby allowing the U.S. 
Attorneys to close out nearly $4.2 million 
worth of debt. The rate of return on these 
efforts is five dollars for every one dollar 


spent. 
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APPENDIX A 


TRAINING LOCATIONS and PARTICIPANTS 


App. Al 


JOINT AUSA/PROBATION OFFICER TRAINING 


District 


FISCAL YEAR 1992 


Date of 
Training 


Attendees 


Alabama M August 19, 1992 

Alabama N September 16, 1992 46 

Alabama S August 25, 1992 60 

ALASKA 

ARIZONA May 6, 1992 143 | 

ARKANSAS E 

ARKANSAS W September 29, 1992 43 

CALIFORNIA C February 27, 1992 41 

CALIFORNIA E June 25, 1992 41 

CALIFORNIA N December 3, 1991 75 
April 1, 1992 15 


CALIFORNIA S 


August 4, 1992 


| 

COLORADO July 23, 1992 40 

CONNECTICUT None scheduled 

DELAWARE 

DC September 30, 1992 45 

FLORIDA M August 25, 1992 189 

FLORIDA N October 25, 1991 70 

FLORIDA S 

GEORGIA M September 18, 1992 33 

GEORGIA N August 27, 1992 58 

GEORGIA S August 26, 1992 40 

HAWAII July 29, 1992 58 

IDAHO April 8, 1992 26 

ILLINOIS C August 13, 1992 67 

ILLINOIS N 

ILLINOIS S September 16, 1992 

INDIANA N July 25, 1992 4 
Source: Data Provided By FLS/EOUSA 


F 


App. A2 


a5 


INDIANA S September 30, 1992 31 
IOWA N November 21, 1991 34 
IOWA S April 2, 1992 
w/ NE & SD 
a 
KANSAS 
KENTUCKY E July 22, 1992 62 
w/KYW 
KENTUCKY W July 22, 1992 41 
w/KYE 
LOUISIANA E September 29, 1992 68 
w/ LAW 
LOUISIANA M 
LOUISIANA W September 25, 1992 
w/ LAE 
MAINE October 1, 1992 25 
MARYLAND September 22, 1992 16 
MASSACHUSETTS October 6, 1992 48 
MICHIGAN E November 13, 1991 
MICHIGAN W will schedule 
MINNESOTA September 25, 1992 50 
MISSISSIPPI N September 24, 1992 29 
MISSISSIPPI S December 10, 1991 31 
MISSOURI E August 14, 1992 
MISSOURI W September 25, 1992 56 
MONTANA May 14, 1992 13 
May 27, 1992 
w/UT & WY 
NEBRASKA April 2, 1992 57 
w/ IAS & SD 
NEVADA November 13, 1991 20 
NEW HAMPSHIRE January 29, 1992 
NEW JERSEY March 26, 1992 55 
March 31, 1992 30 
April 9, 1992 57 
September 24, 1992 60 
NEW MEXICO October 18, 1991 
Source: Data Provided By FLS/EOUSA 


App. A3 


NEW YORK E 
NEW YORK N November 18, 1991 51 
NEW YORK S 
NEW YORK W September 15, 1992 54 
August 13, 1992 
w/PAW, OHN 
NORTH CAROLINA E none scheduled 
NORTH CAROLINA M September 17, 1992 126 
w/ NCW 
NORTH CAROLINA W September 17, 1992 
w/ NCM 
NORTH DAKOTA October 1, 1991 25 
June 12, 1992 80 
OHIO N September 29, 1992 55 
August 13, 1992 
w/PAW, NYW 
OHIO S November 7, 1991 85 
May 29, 1992 
w/ WV 
OKLAHOMA E 
OKLAHOMA N March 27, 1992 20 
September, 1992 
OKLAHOMA W September 29, 1992 23 
OREGON scheduled for May, 
1993 
PENNSYLVANIA E October 9, 1992 
PENNSYLVANIA M September 15, 1992 
PENNSYLVANIA W May 29, 1992 
w/WVN & WVS 
August 13, 1992 60 
PUERTO RICO 
RHODE ISLAND 
SOUTH CAROLINA January 3, 1992 19 


SOUTH DAKOTA 


April 2, 1992 


w/IAS & NE 
TENNESSEE E 
TENNESSEE M 
Source: Data Provided By FLS/EOUSA 


YA 


App. A4 


TENNESSEE W October 29, 1991 34 

TEXAS E 

TEXAS N September 9, 1992 

TEXAS S October 23, 1991 125 

TEXAS W April 2, 1992 12 
May 28, 1992 75 

UTAH May 27, 1992 80 
w/ MT & WY 

VERMONT October 16, 1992 3 

VIRGINIA E October 30, 1991 41 

VIRGINIA W 


| WASHINGTON E 
| WASHINGTON W 


—————— 


WEST VIRGINIA N May 29, 1992 54 
w/WVS & PAW 
WEST VIRGINIA S May 29, 1992 
w/ WVN & PAW 
WISCONSIN E September 15, 1992 60 
w/WIW 
WISCONSIN W September 15, 1992 
w/WIE 
WYOMING November 20, 1991 27 
May 27, 1992 
w/UT & MT 
GUAM 
NORTH MARIANA 
VIRGIN ISLANDS August 27, 1992 _ 
Total Probation Training Attendees 3084 
12/4/92 
Source: Data Provided By FLS/EOUSA App. A5 
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JOINT CLIENT AGENCY TRAINING 


District 


FISCAL YEAR 1992 


Date 


Type of 
Training 


Attendees 


Oct. 22 Bankruptcy 18 
Feb. 7 State & Fed 21 
August 24 | FDCPA 60 

ALASKA July 30 Dept. of Ed. 1 

ARIZONA July 30 Dept. of Ed. 3 

ARKANSAS E Feb. 24 FDCPA w/AKW 48 

ARKANSAS W Feb. 24 FDCPA w/AKE 

CALIFORNIA C Jan. 7 HUD 2 
March 5 Treasury 46 
May 12 FDCPA 20 
June 4 Dept. of Ed. 1 
July 30 Dept. of Ed. 4 

CALIFORNIA E June 4 Dept. of Ed. 3 
July 30 Dept. of Ed. 2 

CALIFORNIA N May 12 Bankruptcy 20 
June 4 Dept of Ed. 4 
July 30 Dept. of Ed. 1 

CALIFORNIA S June 4, Dept. of Ed. 6 
July 30 Dept. of Ed. 3 

COLORADO June 4 Dept. of Ed. 2 

CONNECTICUT May 11 w/MA 

DELAWARE 

DC July 30 Dept. of Ed. 1 

FLORIDA M 

FLORIDA N Aug. 27 Health Care 72 

Fraud 

FLORIDA S Sept. 17 Fin. Records 

GEORGIA M Aug. 28 w/GAN & GAS 62 

GEORGIA N Aug. 28 w/GAM & GAS 

GEORGIA S Aug. 28 w/GAM & GAN 
Sept. 5 w/GAM & GAN 80 


Source: Data Provided 


By FLS/EOUSA 


ST 


App. A6 


HAWAII June 4 Dept. of Ed. 3 | 

IDAHO March 19 Civ. Lit Reform 44 
May 6 Operat. Deadbeat | 8 
June 4 Dept. of Ed. 1 
July 30 Dept. of Ed. 2 
Aug. 13 FHA 9 

ILLINOIS C April 16 USDA 17 

ILLINOIS N 

ILLINOIS S 

INDIANA N | 

INDIANA S September 

IOWA N June 4 Dept. of Ed. 1 
June 16 w/IAS 99 
July 30 Dept. of Ed. 1 

IOWA S June 4 Dept. of Ed. 2 
June 15 w/IAN 

KANSAS June 4 Dept. of Ed. 1 
July 30 Dept. of Ed. 3 

KENTUCKY E March 24 SBA 10 
March 27 IRS 7 
April 17 FHMA w/KYW 27 

KENTUCKY W Feb. 19 HUD 12 
March 27 Bankruptcy 10 
April 17 FHMA w/KYE 
May 15 SBA 10 

LOUISIANA E Sept. 30 LECC 25 

LOUISIANA M 

LOUISIANA W 

MAINE May 11 at MASS 

MARYLAND July 21 FHA 7 

MASSACHUSETTS May 11-12 | Joint Training 105 

MICHIGAN E 

MICHIGAN W Dec. 4 FDCPA 25 
June 3 FDCPA 8 

MINNESOTA May 28 Treasury 90 | 

w/MT, SD, ND, | 
IA, WY | 
MISSISSIPPI N | 


Source: Data Provided 


By FLS/EOUSA 


59 


App. A7 


MISSISSIPPI S 
MISSOURI E June 4 Dept. of Ed. 2 
July 30 Dept. of Ed. 1 
MISSOURI W June 4 Dept. of Ed. 1 
July 30 Dept. of Ed. 1 
| MONTANA May 20 FDCPA 62 
July 30 Dept. of Ed. 2 
NEBRASKA April 16 FDCPA 16 
June 4 Dept. of Ed. 2 
NEVADA June 4 Dept. of Ed. 1 
July 30 Dept. of Ed. 2 
NEW HAMPSHIRE May 11 at Mass 
NEW JERSEY 
NEW MEXICO . 
NEW YORK E May 11 at Mass 
NEW YORK N May 11 at Mass 
NEW YORK S May 11 at Mass 
June 13 FDCPA 14 
NEW YORK W May 11 at Mass 
NORTH CAROLINA E Feb. 27 FDPCA 51 
April 23 FmHA 20 
NORTH CAROLINA M Sept. 17 w/NCW 64 
NORTH CAROLINA W Sept. 17 w/NCM 
NORTH DAKOTA June 4 Dept. of Ed. 2 
Aug. 18 SBA 5 
Sept. 23 FmHA 6 
OHIO N 
OHIO S 
OKLAHOMA E 
OKLAHOMA N 
| OKLAHOMA W Sept. 
OREGON June 4 Dept. of Ed. 2 
PENNSYLVANIA E 
PENNSYLVANIA M May 13 
| PENNSYLVANIA W 
Source: Data Provided By FLS/EOUSA App. A8 


CO 


PUERTO RICO May 11 at Mass 

RHODE ISLAND May 11 at Mass 

SOUTH CAROLINA Jan. 31 FDCPA 72 

SOUTH DAKOTA May 28 at MINN. 
June 4 Dept. of Ed. 1 
Sept. 2 FDCPA 47 

TENNESSEE E 

TENNESSEE M 

TENNESSEE W 

TEXAS E 

TEXAS N 

TEXAS S 

TEXAS W April 2 Payment Records 12 

UTAH June 4 Dept of Ed. 1 
July 30 Dept. of Ed. 2 

VERMONT May 11 at Mass 

VIRGINIA E Dec 9 w/VIW 80 

VIRGINIA W Dec 9 w/VIE 

WASHINGTON E June 4 Dept. of Ed. 2 
July 30 Dept. of Ed. 1 

WASHINGTON W June 4 Dept. of Ed. 3 
July 30 Dept. of Ed. 3 

WEST VIRGINIA N May 12 w/WVS 31 

WEST VIRGINIA S May 12 w/WVN 

WISCONSIN E Sept. 14 w/WIW 80 

WISCONSIN W Sept. 14 w/WIE 

WYOMING June 4 Dept. of Ed. 1 
July 30 Dept. of Ed. 1 

GUAM June 4 Dept. of Ed. 2 

NORTH MARIANA 

VIRGIN ISLANDS __| 

Total Agency Training Attendees 1691 


12/4/92 


Source: 


Data Provided By FLS/EOUSA 


b/ 
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BLANK 
PAGE 


so1ino0s 


wsnoa/sia Aq peptaorg e3ed 


10/92 
| AGGREGATE OF EXECUTIVE OFFICE FOR UNITED STATES ATTORNEYS - FINANCIAL LITIGATION STAFF TRAINING FOR FY 92 


| DATES OF TRNG. LOCATION CONFERENCE TITLE # OF # OF TOTAL 
| STUDENTS INSTRUCTORS/ | ATTENDEES 
SUPPORT 

} 10/16 - 17991 Albuquerque, NM Criminal Fines and Restitution 62 22 84 

} 11/04 - 08/91 Atlanta, GA Advanced FDCPA - AUSA/Paralegal 71 22 93 

| 04/21 - 23/92 Cincinnati, OH FDCPA - AUSA/Paralegal 45 14 59 

05/18 - 22/92 Memphis, TN Basic Financial Litigation 62 22 84 

| 06/16 - 18/92 Arlington, VA Automating Financial Litigation for 44 16 60 

| PROMIS 

) 07/21/92 Chicago, IL Executive Session - USA 47 15 62 

| 08/18 - 20/92 Cleveland, OH Automating Financial Litigation for 47 11 58 

| PROMIS 

| 09/22 - 2492 Atlanta, GA Automating Financial Litigation for 43 13 56 

USACTSII 

09/09 - 10/92 Orlando, FL Criminal Debt and Bankruptcy 68 17 85 

| SUB-TOTAL 485 156 641 

=== =] 

| 93/10 - 12/92 Washington, DC Bankruptcy Fraud 86 18 104 

| 95/05 - 07/92 Chicago, IL Bankruptcy Fraud 87 13 100 

|} 07/07 - 09/92 San Francisco, CA Bankruptcy Fraud 97 14 111 

} 09/15 - 18/92 Washington, DC Basic Bankruptcy 67 17 84 
SUB-TOTAL 337 62 399 

| GRAND-TOTALS 13 Training Conferences Held 822 218 1,040 
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fe) AGGREGATE OF EXECUTIVE OFFICE FOR UNITED STATES ATTORNEYS - FINANCIAL LITIGATION STAFF TRAINING FOR FY 92 
= CO-SPONSORED TRAINING 
Q 
DATES OF TRNG. LOCATION CONFERENCE TITLE # OF # OF TOTAL 
= STUDENTS | INSTRUCTORS/ | ATTENDEES 
SUPPORT 
05/6/92 Tucson, AZ Criminal Responsibility Symposium / BOP | 120 23 143 
05/12 - 14/92 Arlington, VA Judgment Enforcement Team / USMS 38 14 52 
| 09/15 - 16/92 Tyscon Corner, VA Judgment Enforcement Team / USMS 64 6 70 
07/27 - 29/92 Columbia, SC Affirmative Litigation Conference / OLE 104 32 136 
TGRAND-TOTALS | | 4 Training Conference ms ~'/75 Tar | 


AGGREGATE OF EXECUTIVE OFFICE FOR UNITED STATES ATTORNEYS - OFFICE OF LEGAL EDUCATION SAUSA TRAINING 


wsnoa/sia Aq peptaorig e jeg 


FOR FY 92 
DATES OF TRNG. LOCATION CONFERENCE TITLE # OF 4 OF TOTAL 
STUDENTS | INSTRUCTORS/ | ATTENDEES 
SUPPORT 


|} 01/06 - 09/92 Philadelphia, PA Debt Collection Training for SAUSAs —_| 101 16 117 
} 02/25 - 28/92 New Orleans, LA Debt Collection Training for SAUSAs 67 17 84 
06/22 - 25/92 Chicago, IL Debt Collection Training for SAUSAs 58 20 78 
09/14 - 17/92 San Francisco, CA Debt Collection Training for SAUSAs 60 16 76 


GRAND-TOTALS 4 Training Conferences 286 69 355 


| 
| 
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APPENDIX B 


NOTES FROM THE DISTRICTS 


Some of the most effective ideas for debt collection come directly from the Financial 
Litigation Units (FLU) within the 94 U.S. Attorneys’ Offices around the country. The following 
items are highlighted in reports from the Districts. Specific information about each entry is 


available from the FLU in the District. 


Garnishment seems to be an effective 
way to collect money owed to the govern- 
ment by debtors that have either ignored 
their debt or do not keep to their agreed 
upon schedule. We are hoping to do some 
criminal cases for fines and restitution owed 
to the United States -- Central District of 
Illinois. 


We were highly successful in 
utilizing new FDCPA procedures. For 
example, we obtained ex-parte emergency 
orders for seizure of livestock being 
removed from our jurisdiction, and in orders 
for immediate sale to reduce holding costs. 
In addition, we have obtained orders for 
execution sale of real property -- District 
of Colorado. 


This office utilized credit bureau 
reports and manual file reviews to rank and 
prioritize all civil debts. Use of the 
"Smart.Alx" program expedited the review 
process and pinpointed the employment of 
many debtors. The employment information 
was used to institute a successful garnish- 
ment program in the Northern District of 
Ohio. Additionally, the collection files 
will continue to be aggressively pursued, 
based upon the file review and ranking 
assigned to each file -- Northern District 
of Ohio. 


In situations where a criminal debtor 
has personally deposited cash with the Clerk 
of the Court for a bond, we have petitioned 
the Court, after sentencing, to have the 
money applied to any outstanding special 
assessment, fine or restitution. This has 
required coordination with the Clerk’s 
Office to ensure that the F_U receives 
copies of receipts for all bond payments -- 
Northern District of Mississippi. 


The use of voluntary wage deduction 
as a negotiating tool is quite successful. 
When you explain to the debtor that the 
FDCPA allows for deduction of 25% of 
their net income, that their employer is 
required to file and answer, that he may 
have to appear for a hearing on exemptions, 
etc., debtors usually are happy to enter into 
voluntary wage deduction versus garnish- 
ment. This has proved successful in some 
of our cases, so in FY93, our demand letters 
are going to state that if the debtor is unable 
to make payment in full, he or she may 
enter into a voluntary wage deduction for an 
agreed upon amount based on the financial 
information obtained. This will prevent a 
lot of payment defaults necessitating overdue 
demand letters and collection activity. If we 
can get debtors to do this at the outset, 
(instead of simply setting them up on a 
voluntary monthly payment, which they are 
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sure to default) it will save a lot of 
wasted time in the future -- Southern 
District of West Virginia. 


EDITOR'S NOTE: Another District reported using 
a different technique on voluntary wage garnishment. 
See below. 


One very successful technique imple- 
mented by the FLU this fiscal year is the 
use of Agreed Final Orders in Garnishment. 
By entering an Agreed Final Order in 
Garnishment voluntarily, debtors are able to 
avoid the payment of 25% of their net pay 
every month. The United States avoids 
protracted proceedings to obtain a final 
order in garnishment while at the same time 
securing its place as first in line for the 
debtor’s wages through a court order. One 
concern that was identified through the use 
of voluntary wage assignments is that court 
ordered garnishments for other debts would 
effectively "bump" wage assignment pay- 
ments to this office. The form, Agreed 
Final Order in Garnishment, developed by 
the FLU, allows the United States to 
safeguard continued payments regardless of 
other court imposed obligations -- Southern 
District of Indiana. 


This year, pursuant to the imple- 
mentation of Executive Order 12778 and to 
the Civil Justice Reform Act of 1990, the 
district court in this district initiated so- 
called Early Neutral Evaluation Conferences 
(ENE) in which parties to litigation are 
called to meet with a magistrate soon after 
a defendant has filed an answer. This 
coincided with an increase in Department of 
Education cases sent to us, apparently 
because state guarantee agencies have finally 
begun to disgorge their stock of old loans. 
We have been very successful in working 
with magistrates in these cases to convince 
debtors to sign consent judgments and thus 
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avoid further hearings or trial on the cases. 
Usually, we file a summary judgment 
motion before the ENE, in order to apprise 
the defendant of the nature and strength of 
our case. In all ENEs conducted so far in 
such Education cases, the defendant has 
agreed to sign a proferred consent judgment 
-- Southern District of California. 


This district has found judgment 
debtor examinations to be successful. The 
judgment debtor examinations are held for 
civil debtors as well as criminal debtors. 
These hearings will do one of three things: 
(1) the debtor will pay in full to keep from 
coming; (2) the debtor will come and esta- 
blish a payment plan; or (3) we will deter- 
mine from financial data that the debtor has 
no assets with which to pay and the case 
will be closed and returned to the agency for 
surveillance. Either way, the case is 
resolved or money starts coming in. This 
office recovered $10,000 during a judgment 
debtor examination held in March, 1992 -- 
Middle District of Alabama. 


We feel letters which were sent to 
our District Judges earlier this year 
regarding the payment of criminal fines 
through the BOP offset program have finally 
paid off. Our judges were continually 
making the fines "payable at the direction of 
the supervising probation officer." Judg- 
ment and commitment orders which have 
been received in the past three to four 
months now contain language to allow for 
"payment during period of custody at the 
direction of the Bureau of Prisons" -- 
Northern District of West Virginia. 


In the area of debtor examinations 
we have instituted the practice of grouping 
a number of debtor examinations for the 
same date and issuing a press release upon 
the execution of the subpoenas by the Court. 
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We have found this to be of benefit because 
it generally spurs at least one settlement 
prior to the time of appearance for the 
examination -- Middle District of 
Pennsylvania. 


The dollars collected in foreclosures, 
both federal and state, were dramatically 
increased through streamlining procedures. 
The most notable change occurred in the 
state foreclosure area whereby a streamlined 
method of processing Internal Revenue 
Service tax lien answers was developed. 
The new IRS procedure resulted in the 
expedited filing of answers and saves over 
800 staff hours annually for this office, as 
well as reducing the IRS time required to 
process information requests under the 
previous system. A full description of the 
process was published in Murphy’s Law 
(Apr. 1992, p. 3). Detailed information on 
the streamlined foreclosure procedures has 
been provided by this office to ten other 
United States Attorney’s Offices -- 
Northern District of Ohio. 


Through training and meetings with 
probation officers and criminal AUSAs, we 
are making progress in having criminal 
J&C’s specify forthwith payments of fines 
and restitutions. Our criminal AUSAs have 
been particularly imaginative in ensuring 
payment of such obligations. In one notable 
case, the defendant pleaded guilty to counts 
alleging illegal financial transactions, and 
agreed to a fine of $300,000. When the 
defendant claimed inability to pay the fine 
immediately, the responsible AUSA success- 
fully insisted that $100,000 of the fine be 
paid forthwith; that the remainder of the fine 
be paid within twelve months; and that the 
defendant provide, forthwith, a deed of trust 
to secure the outstanding balance -- 
Southern District of California. 


We have begun holding periodic 
"Corporate Debtor Exam Days" when we 
call in the principals of all corporate debtors 
and seek to determine whether the corpora- 
tion is still a functioning corporation, and if 
not, what happened to the assets. This has 
particularly helped in eliminating uncollect- 
ible corporate debts --Northern District of 
West Virginia. 


Memoranda of Understanding were 
established between the Collections Unit and 
the U.S. Probation Office, U.S. District 
Court Clerk, and AUSAs for the purpose of 
streamlining the collection efforts in the area 
of criminal fines. The collection agents act 
as the facilitator by coordinating the 
collection of the fines, restitution, and 
assessments with the probation officer, 
AUSA, and the receipt of payment with the 
Clerk, U.S. District Court. The MOU 
allows the collection agents to discuss 
specific collection strategies prior to 
sentencing, make direct hits on assets, save 
time in searching for assets that would be 
available at the time of sentencing but would 
otherwise be dissipated after sentencing. 
The MOU also permits the collection agents 
to enter into payment agreements with 
defendants whose fines and/or restitution is 
under the condition of probation and coordi- 
nates the Collection Unit’s bookkeeping 
records relative to the balances of fines, 
restitution, and assessments with the Clerk’s 
Office -- District of Hawaii. 


Use of the discovery provisions of 
the Federal Rules of Civil Procedure, under 
section 3015 of the FDCPA, allowed post- 
judgment entry into the defendant’s resi- 
dence, and videotaping of the personal 
property located therein, so that a record 
could be made of property in advance of the 
deposition of the defendant’s spouse 
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regarding the residence contents and other 
property of the defendant -- Northern 
District of Indiana. 


We have experienced tremendous 
success with use of the media. We did a 
press release and news story about uncol- 
lected student loans. One of the student 
loan defaulters was a local lawyer who had 
just built a $200,000 home. Within days he 
brought in a certified check for over 
$17,000 to pay off his student loan. Also a 
State district court judge realized it was time 
to pay off his student loan when his name 
appeared in the paper. Another positive 
effect of these articles has been that others 
Owing student loans, some of whose cases 
were closed as uncollectible, have come 
forward to pay off their loans -- Eastern 
District of North Carolina. 


During the past fiscal year, our FLU 
developed forms and initiated numerous 
garnishment actions against debtors, as 
permitted by the Federal Debt Collection 
Procedures Act. The continuing garnish- 
ment procedure permitted by the Act has 
proven to be much less costly than the 
procedure under State law which required a 
separate garnishment action for each 
paycheck of each particular debtor. As a 
result of the garnishment actions we have 
filed under the new Act, several of our 
debtors have paid their debts in full and 
others are now in paying status -- Western 
District of Wisconsin. 


The policy in this office is to accept 
nothing less than 100% of the referral 
amount. We have used the surcharge as a 
negotiation tool and will waive the surcharge 
if the debtor pays in full within 30 days -- 
District of New Hampshire. 


We are utilizing third party 
garnishment provisions against trusts holding 
offshore assets of criminal defendants and 
against rental agents to collect rents due to 
criminal defendants. We are employing 
seizure and execution provisions against 
Closely held corporations to obtain title and 
rights to numerous properties which were 
the fruits of fraudulent schemes -- District 
of Colorado. 


We established a contact with a local 
credit bureau. This provides us with free 
credit bureau training upon request and 
keeps us up-to-date on the latest available in 
skip tracing and credit bureau information -- 
District of Idaho. 


Since our District Court requires the 
intervention of a judicial officer each time 
we want a writ of garnishment or execution 
under the FDCPA, we are required to have 
much more information about the debtor’s 
assets than in the past. Consequently, we 
have increased our use of discovery. We 
are now sending interrogatories and/or sub- 
poenas pursuant to Rule 45 to employers 
and financial institutions prior to requesting 
a writ of garnishment. Too much work is 
involved to obtain the writ and then discover 
that the debtor no longer maintains an 
account at the bank or has_ changed 
employers. This information has permitted 
us to avoid unnecessary work and allowed 
us to target those debtors with assets we can 
recover -- Northern District of California. 


We have had an agreement for two 
years with the State of Nebraska Department 
of Labor to assist in locating debtor’s 
employers. It allows us to send a list of 
names and social security numbers to the 
Department of Labor and within a matter of 
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days they will send us back a printout for 
every match they have on their computers. 
They provide us with the employer’s name, 
address and the quarterly wages reported. 
This method of tracking employment has 
been one of our most effective collection 
tools. By requesting a labor match at the 
same time as we make our initial demand 
after a default judgment, we are able to 
proceed immediately to garnishment if the 
debtor fails to respond within 30 days -- 
District of Nebraska. 


In September, the Northern and 
Southern Districts of Iowa instituted a 
manual debarment program. While the 
FDCPA provides for debarment, the 
mechanics of the system are not yet 
available to all districts. For agency use 
during the interim, Iowa began publishing a 
manual list and providing it on a monthly 
basis to its agencies. The list is generated 
through PC USACTS and provided to major 
agencies in Iowa. The agencies are then 
instructed to contact the U.S. Attorneys’ 
Office for further information where an 
applicant’s name appears on the list -- 
Northern District of Iowa. 


The FLU created an innovative and 
time-saving approach to filing judgment 
liens. The debt collection agents used 
creativity and techniques learned from a 
WordPerfect training class to convert a 
Super Lien document into a Merge docu- 
ment. This is done by first establishing the 
"fields" most often used, such as defendant, 
residence and amount due and then creating 
a second document which contained the vital 
information. Upon command, FLU can 
now merge the two documents together, 
which generates a final document that is 
needed for the completion of the task. This 


procedure in theory will amount to savings 
to the United States of six staff hours per 
day -- Southern District of Texas. 


We found ourselves with competing 
concerns and policies following a recent 
mob prosecution which resulted in a resti- 
tution order, the criminal forfeiture of 
Significant assets and a 17-year prison 
sentence for the principal culprit. 
Obviously, the defendant was not interested 
in honoring his restitution obligations in 
view of his prison sentence and we had tied 
up his assets with the forfeiture verdict. We 
were successful in our conversations with 
the Executive Office for Asset Forfeiture 
and voluntarily treated the victim claims as 
"ancillary claims" against the forfeiture 
estate. We are making arrangements to pay 
the victims as soon as the property is sold. 
In turn, the victims have assigned their 
interest in. the restitution claims to us so that 
if we find additional assets, we can proceed 
against them -- Northern District of New 
York. 


Approximately 90 criminal debts 
were referred to Bureau of Indian Affairs to 
place holds on existing Individual Indian 
Money (IIM) Accounts. The Bureau of 
Indian Affairs was able to match 13 debts 
with their accounts and from those accounts 
we received payment in full on four assess- 
ment cases and partial payment ir a non- 
federal restitution case for a total received 
of $944.05 in FY 1992. In addition, one 
individual paid federal restitution of 
$1,027.00 upon notification that his IIM 
Account had been placed in hold status. 
Holds remain on those accounts which were 
matched and have not been paid in full. It is 
expected that an increased number of dollars 
will be collected through these accounts -- 
District of South Dakota. 
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The U.S. Attorney conducts regular 
case reviews with the members of the 
Financial Litigation Staff. During the 
review the entire financial litigation caseload 
is examined on a case-by-case basis. The 
review presents an opportunity for the U.S. 
Attorney to refamiliarize himself with the 
policies and procedures and it provides a 
forum for the agents to present any ques- 
tions or problems that may arise which need 
U.S. Attorney clarification -- Northern 
District of Iowa. 


Briefly, in Project 92, we are not 
only monitoring all the civil cases referred 
by agencies within a 12-month period, but 
also we are seeing that the cases are col- 
lected and closed inside those 12 months. 
To achieve this result, we will be employing 
some of the extremely powerful tools pro- 
vided by the FDCPA. In civil cases, we 
will be obtaining writs of execution, 
attachment and garnishment against the real 
and personal property of debtors who have 
refused to repay the United States. The 
beauty of all of this is that the FDCPA 
sometimes allows us to seize property prior 
to judgment -- Southera District of Ohio. 


Through use of a specialized TALON 
report generated by the systems manager, 
the office was able to do an analysis of 
special assessments imposed in federal 
district court for the last two fiscal years. 
As a result of the report, we were able to 
determine that 80% of the 1991 and 1992 
special assessments were paid in full. Of 
the ones that are not paid in full, many are 
in a paying status either through payments 
through the court or through the Bureau of 
Prisons and we can analyze the non-payers 
and target this group for appropriate 
resolutions. This was quite an accomplish- 
ment because it showed a unified effort from 


the Criminal section, the Financial Litigation 
section, and the Administration section that 
was able to provide us with this information. 
We also hope to pull other debts for similar 
analysis and treatment this year -- Western 
District of Kentucky. 


In August, the U.S. Attorney spoke 
on the importance of criminal debt collection 
before approximately 60 participants at a 
Financial Responsibility Program Sympo- 
sium at FCI, McKean, Pennsylvania. One 
of the primary topics of this symposium was 
drafting Judgment and Commitment Orders 
to provide that criminal debts are 
immediately due and payable. In this 
District, the practice is that U.S. Probation 
officers draft Judgment and Commitment 
Orders. The symposium was an integral 
part of our successfully conveying the 
message to the U.S. Probation Office in our 
District that Judgment and Commitment 
Orders should provide for immediate 
payment of criminal impositions. The 
drafting of Judgment and Commitment 
Orders in our District has improved 
dramatically in the last fiscal year -- 
Western District of New York. 


The threat of use of Subchapter D of 
the FDCPA to set aside the defendant’s 
fraudulent transfers of property to family 
members resulted in full payment of the 
defendant’s $50,000 fine, plus the combined 
25% delinquency/default penalties and 
interest accrued to the date of payment -- 
Northern District of Indiana. 


"Operation Suspension" is an 
initiative that gives the government an 
enhanced ability to collect money due the 
United States government because of traffic 
citations issued on federal reservations. For 
a recent five month period, the Eastern 
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District could have collected $1,168,250 if 
the program had been in place at that time. 
This program is one of the few in the 
country which focuses on drivers who fail to 
appear in Magistrate’s Court and do not pay 
their assessed fines -- Eastern District of 
Virginia. 
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APPENDIX C 


COLLECTIONS DATA 


Efforts continued throughout fiscal year 1992 to develop statistical data reflective of 
the Department’s total portfolio. The charts presented here are a result of an accumulation 
of numbers reported by the Executive Office for U.S. Attorneys, program components, and 
litigating divisions for the end of fiscal year 1992. The numbers are based on preliminary 
figures for fiscal year 1992 and may be subject to change. (Note: The numbers shown as 
Private Counsel represent the seven USAOs which are part of the legislative initiative to refer 
federal debts to private counsel for collection.) 


TABLES 1, 2, and 3 


Total collections by component and 
type for fiscal year 1992 and a comparison 
of fiscal years 1990, 1991 and 1992. Total 
collections reflect: lock box cash collections; 
payments made directly to agencies or the 
Courts rather than the Justice Department; 
administrative offsets which represent the 
withholding of money payable in order to 
satisfy a debt owed (as differentiated from 
IRS offsets); and property transfers to DOJ 
where title to property is transferred back to 
the government. 


TABLE 4 


The total amount of cash collections 
for fiscal years 1986 through 1992 as 
reported by the Department of Justice lock 
box bank to the Debt Accounting Operations 
Group. 


TABLES 5, 6 and 7 


The fiscal year 1991 and 1992 cash 
collections achieved by the Department of 
Justice components. 


TABLE 8 


The total amount of cash collections 
for fiscal years 1986 through 1992, showing 
the split between civil and criminal 
collections. 


TABLE 9 


The total amount of collections 
deposited into the Crime Victims Fund for 
fiscal years 1985 through 1992. Collections 
for deposit into the fund are made by the 
U.S. Attorneys’ Offices and the U.S. 
Courts. 
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COMPONENT NAME 


ANTITRUST 
PRISONS 
CRIMINAL* 
CIVIL 

CIVIL RIGHTS 
ENVIRONMENT 
INS 

IRS OFFSET 


PRIVATE COUNSEL 


TAX DIVISION 
U.S. ATTORNEYS 
U.S. TRUSTEES 


TOTALS 


TOTAL COLLECTIONS BY COMPONENT 


$34,849,860 
$2,433,163 
$260,386,381 
$1,074,737 
$89,344,169 
$4,913,229 
$25,494,811 
$69,766,333 
$373,500, 166 
$205,290 


$861,968,139 


FISCAL YEAR 1992 


DIRECT TO 
AGENCY /COURTS 


$129,850,411 
$91,049,410 
$27,640,732 
$7,071,098 
$222,458,000 
$257,326,821 


$735,396,472 


TA 


OFFSETS 


$12,110,307 


$251,082 


$8,432,241 


$20,793,630 


* Criminal collection activity is handled by United States 
Attorneys’ Offices and/or individual litigating divisions. 


PROPERTY 
TRANSFERS 
TO DOJ 


$4,140,000 


$34,900 


$70,354,676 


$74,529,576 


TOTALS 


$34,849,860 
$2,433,163 
$406,487,099 
$1,074,737 
$180,393,579 
$27,640,732 
$4,913,229 
$32,851,891 
$292,224,333 
$709,613,904 
$205,290 


$1,692,687,817 


cD ‘ddy 


TOTAL COLLECTIONS BY TYPE 
__ FISCAL YEAR 1992 
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DIRECT PAYMENTS TO AGENCIES 
AND COURT RECEIPTS $735.4 43.4% 


DOLLARS IN MILLIONS GRAND TOTAL: $1,692,687,817 
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CASH COLLECTIONS BY COMPONENTS 
FISCAL YEAR 1991 & 1992 COMPARISON 


COMPONENT 


ANTITRUST DIVISION 
BUREAU OF PRISONS 
CRIMINAL DIVISION 
CIVIL DIVISION 

CIVIL RIGHTS DIVISION 


ENVIRONMENT AND NATURAL 
RESOURCES DIVISION 


IMMIGRATION AND 
NATURALIZATION SERVICE 


IRS OFFSET 
PRIVATE COUNSEL 
TAX DIVISION 


UNITED STATES 
ATTORNEY’S OFFICES 


UNITED STATES TRUSTEES 


TOTALS: 


CASH 
COLLECTED 
FY91 
$ 19,342,251 
$ 2,121,505 
$ 2,620,000 
$217,520,942 


$ ~- 


$ 5,815,254 


$ 4,921,195 
$ 41,895,159 


$123,781,070 


$307,812,644 


$ 40,384,526 


$766,214,546 


We 


CASH 
COLLECTED 
FY92 


$ 34,849,860 
$ 2,433,163 
$ o 

$260,386, 381 


$ 1,074,737 


$ 89,344,169 


$ = 
$ 4,913,229 
$ 25,494,811 


$ 69,766,333 


$373,500,166 


$ 205,290 


$861,968,139 
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